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FOREWORD 


This Background Paper represents a compilation of various memoranda on 
health and welfare issues related to retirement age policy prepared by officers in all 
branches of the Department of National Health and Welfare, and coordinated by the 
Office of the Special Adviser on Policy Development. It proved helpful in the preparation 
of the Minister's Brief to the Senate Committee on Retirement Age Policies, and was 
presented by the Honourable Monique Bégin, Minister of National Health and Welfare, to 
the members of the Senate Committee during their December 14, 1978 meeting for their 
further study. Most of the work of coordinating and condensing the memoranda for 
presentation in this form was done by Catherine Goodman from the Office of the Special 


Adviser. 
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John E. Osborne 
Special Adviser 
Policy Development 
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BRIEF TO THE SENATE COMMITTEE ON 
RETIREMENT AGE POLICIES 


BACKGROUND PAPER 


if CONCEPT 

When people reach retirement age, they cease to work 
for pay. That is what "retirement age" means to most people - 
the age at which they cease full-time work for pay. But, if 
they have any say in the matter at all, they will not want to 
cease working for pay before they have become eligible for a 
pension of some sort that will replace their pay cheque, at 
easeein parts? -such"eligibility, “for either a publicly “provided 
old age pension or a privately financed retirement pension, is 
not acquired until they have reached "pensionable age". 

Retirement age, then, is the age at which one ceases 
to work for pay. Pensionable age is the age at which one becomes 
eligible for retirement pension. For many people, these two 
concepts are the same, because they cannot think of retiring 
until their pensions become payable. Furthermore, many employers 
have chosen the pensionable age under their employees' pension 
scheme as the normal retirement age for workers in that establish- 
ment. Collective bargaining agreements have included provisions 
for a mandatory retirement age, beyond which employees are not 
expected to work. Even where there is no pension scheme _ for 
employees, an employer may require employees to retire at the age 


when the Canada Pension Plan retirement pension becomes payable. 
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In Canada, age 65 has become the generally accepted 
age of retirement, since this is the pensionable age under most 
private pension plans, although there are some that provide full 
retirement pensions at an earlier age. Age 65 is also the 
eligible age for benefits under the public plans - the Canada 
(and Quebec) Pension Plans, and the Old Age Security program. 

In recent years, people have begun to question whether 
age 65 is the most appropriate age for retirement. Such questions 
may arise from specific circumstances like an individual's health 
or desire to pursue other interests, or the nature of the job 
itself, or they may be related to more general questions like the 
recent high unemployment levels, or concern over future demo- 
graphic trends. As a result some advocates have begun to urge 
the adoption of what they call a "more flexible" retirement age 


policy. 


This could mean flexibility in establishing the 
retirement age, the pensionable age, or both. In the United 
States, as of January 1, 1979 it became illegal for employers 
to discriminate against employees under the age of 70 in hiring, 
job retention, compensation, etc. on the basis of age; in effect, 
mandatory retirement age cannot be lower than 70. A form of 
flexibility has thus been introduced for those employees who may 
wish to work between 65 and 70. Although a few years ago some 
people were advocating a lower mandatory retirement age than 
65 as a solution to the unemployment problem, there seems 


to be+less support for.thatevyiew.teday serinanespect -of athe 
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retirement age, "flexibility" seems to mean flexibility upward 
- above age 65. Presumably this would be achieved by amending 
anti-discrimination laws and changing collective bargaining 
agreements to provide for employment to 70 for those who want ite 

With regard to pensionable age, flexibility would 
probably mean flexibility downward - below age 65. If it 
were possible to draw a pension before age 65, some people 
might choose to retire earlier than would otherwise be possible. 
Some private pensions are now payable in full before age 60% 
and others are payable on an "actuarially - reduced" basis. 
Some have introduced flexibility by making full pensions payable 
after age 55 to any employee with 30 or 35 years of contributions. 
It..seems unlikely that flexibility of this, type,could be intro- 
duced into the public pension programs, since even a fully- 
income-tested old age pension before age 65 would entail large 
additional public expenditures. 

Theoretically, workers now have freedom to choose to 
Retire atmanyuage Upetoroo mw ebut, thiscgissrathesameaningless for 
those who must rely on pensions to provide their income in 
retirement. There are other factors, too, that limit people's 
flexibility in choosing when to retire. Even though they might 
prefer to work to age 65 and beyond, they must consider their 
own health and physical condition, and the kinds of jobs that 
are available for workers in their sixties. In some countries 
gradual retirement programs have been adopted to provide workers 


with a mixture of part-time work and partial pensions. 
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In the text that follows, a number of the constraints 
operating against any change in the flexibility of retirement age 
policy in the current context are considered, as are those 
factors serving to limit flexibility in individual retirement 
decisions. This is followed by an examination of retirement age 
policies in certain foreign countries, with emphasis on France, 
Sweden and United States, a review of current arrangements in 
Canada, and a listing of various options that might be pursued to 


bring about policy changes. 


II. CONSTRAINTS ON CHANGE 

From the point of view of individual freedom it is no 
doubt desirable to introduce more flexibility into determination 
of the appropriate retirement age or pensionable age for Canadian 
workers. However such a policy should only be pursued after 
careful consideration of the current economic and social context 
in Canada. Since retirement is the termination of full time 
employment, and employment is the mainspring of economic 
activity, any change in retirement policy will have an impact 
on employment levels and economic activity in general. 
A. Economic Problems 

Unemployment and inflation are the two major economic 
problems confronting Canadians today. Retirement age policies 
must be considered in the light of their impact on these issues. 
As well, both unemployment and inflation have an impact on 
retirement from the individual's point of view - the former 
because of its detrimental effects on older workers, and the 
latter because of its effects on fixed retirement pensions. 
And finally, any changes proposed in retirement age policies must 
be studied in the light of the government's existing commitment 
to mitigate inequities in the current distribution of incomes for 
all age groups. 

Inflation 
Inflation is currently running at an average annual 


rate of nine per cent, as can be seen from Table II.A.1. 
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Table II.A.1. 
Annual Inflation Rates 
bIOIECOMBI TS 


Rate of Increase 
in Consumer Price 


Year Index 
=Dereacent— 
Soe, 4.6 
970 oS 
O57 ali Pape? 
Ss 4.8 
DONIRS ee 
1974 1009 
1S els 1 Orc8 
TESTES ee 
LOT 8.0 
eG O50 


SOURCE: Statistics Canada, Consumer Price Index, (monthly 
publucatronsez—-007)) 

After the introduction of the Anti-In£laction, Boardwingl9/5, 

inflation was slowed down during 1976. However, it re-accelerated 

ine lovee uerco the devalued Canadian dollar which increased 

the price of imports, and poor weather conditions which damaged 

crops and caused food prices to increase sharply. (1) There 

will be continued upward pressure on price levels in the near 

future with the forthcoming oil price increases, the recent 


successive bank rate increases which have jacked up interest 


(1) See Economic Council of Canada, Fifteenth Annual Review, 
Ottawa, 1978. 
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rates, and the disbanding of the Anti-Inflation Board, which may 
lead to pressure for a "catch-up" in prices and wages that have 
been restrained over the past three years. 

Continued inflation will place further pressure on the 
federal government to restrain expenditures. As well it will 
increase pressure to have private as well as public pensions 
fully indexed to increases in the cost of living. 

Unemployment 

At present, unemployment in Canada is at an exception- 
ally high level. Some 850 thousand persons are now out of work, 
which represents an average for the whole of Canada of about 8.5 
per cent of the labour force on a Seasonally adjusted basis. 
This is the highest rate of unemployment since the 1930's. The 
Canadian economy has simply not been growing fast enough to 
generate sufficient new jobs for the swelling numbers entering 
the labour force. Table II.A.2 gives the average seasonally 
adjusted rate of unemployment for the years 1966 through 1977 


and» the rate for the»first: ten months of), 1978. 
aL) Guill wa cue 


Unemployment Rates 


(1966-1978) 
Unemployment 
Year Race 
1966 3.4 
1967 Bie 
1.9.68 4.5 
1969 4.4 
1 977:0 Soe 
poPk Oe 2 
1872 OFw 
ah by fo ao 
1974 Daas 
a ees oa 
1976 ak 
1 Oa One 
LITO 8.4 


SOURCE: Statistics Canada, Labour Force Survey. 
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There is a belief that any policy which encourages 
earlier retirement will ease the unemployment situation but this 
falls short on examination. There is no evidence to indicate 
that earlier retirement will make way for hiring the currently 
unemployed younger workers. There is the problem of matching the 
skills and experience of the unemployed with the requirements of 
the jobs vacated by early retirement. Furthermore, with rapid 
technological change being encouraged in most industries, 
employers may automate and render redundant the jobs vacated by 
earlier retirement. Certainly, some jobs are freed by earlier 
retirement and in consequence younger unemployed workers are put 
to work. To determine the full effect of earlier retirement on 
job availability would require a thorough labour market analysis. 

W1thess 5) per cent of the labour force currently 
unemployed and our poor productivity performance in recent years, 
the economy iS operating much below its potential. Real economic 
growth on a per capita basis in 1977 amounted to about 1.3 per 
cent. Unless real economic growth picks up considerably, Canada 
will not be able to afford to Satisfy new and expanding needs. 

Increasing flexibility in retirement age policies 
means, in effect, making pensions available at ages earlier than 
65 on the one hand, so that people in fact have an effective 
option for earlier retirement. On the other hand, increased 
flexibility also means making provision so that people can work 


_beyond age 65 if they wish to. The current high levels of 
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unemployment and consequent slow economic growth raises some 
question about the capability of the economy to make pensions 
generally available at ages much below 65. Not only would costs 
be higher with earlier retirement but there would be a further 
loss of productive wealth to compound the matter. 
The fiscal situation 

Similarly the current fiscal climate must be borne in 
Mind if any retirement age proposals entail increased government 
expenditure. Table II.A.3 indicates that federal government 
expenditures have quadrupled over the past decade, with expendi- 
tures exceeding revenues by over ten billion dollars by 1978. 
Expenditures on the Old Age Security program(1) alone now 
amount to over five billion dollars and account for some ten per 
cent of federal government expenditures. 

The present climate of fiscal restraint has necessitated 
cut backs in government programs, both in dollar values and man- 
years allocated to operate programs. It is difficult to see how 
the federal government could in the foreseeable future support 
policy changes which would lower the pensionable age and increase 
federal expenditures, over $5 billion of which are already going 
to the elderly. Any changes in policy reducing the pensionable 
age for a public pension would have to be accomplished by reallo- 


cating current federal expenditures. 


(1) tncluding Old Age Security, Guaranteed Income Supplement 
and Spouse's Allowance. 
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Table I1.A.3. 


Federal Government Revenues and 
Expenditures 1968 to 1978 


Smit. 2oOn 
Expenditures 
on the Surplus 
Total Total Old Age or 

Year Revenues Expenditures Security Program Deficit 
1968 2218 V2y229 1, S90 sacl 
1969 14,490 13,469 68043 “Fe, 0 2h: 
ere Td) 528 Top zoe Ibe tetskenye: +266 
digs 17,24] P7386 2B 8.6 -145 
Dh. 2767 ES GO 202 P26 2 PAD Gel =566 
O73 22.7 309 22 AZ 2, Ooo! F387, 
1974 29,948 28,865 3 35880 1/083 
1975 Biro 27 35,478 SAT) -3,551 
1976 35, 947 367, 020 4,344.2 -2,879 
a 367509 43,852 4/13 LaF =H, 343 
LO PSie 36,948 47,157 5730459 = 209 


* Total government revenue and expenditure data are the average 
for the first three quarters of 1978 seasonally adjusted at 
annual rates. 
are estimated for the calendar year 1978. 


SOURCE: 


Expenditures on the Old Age Security program 


Statistics Canada, National Income and Expenditure 
Accounts. 


Income Redistribution 

The whole question of retirement age policies must be 
viewed in terms of the economic well-being of each individual 
Canadian. The objective of the Department of National Health and 
Welfare is to maintain and improve the level of well-being of 
the Canadian population and any changes in retirement age 
policies will have to be accommodated within this objective. 

More specifically, there is an imbalance in the distribution of 
incomes of families and individuals in all age groups in Canada, 
and alleviating the financial hardships suffered by many Canadian 
families should be one of our highest priorities. 

There are over 600 thousand families in Canada who must 
spend two-thirds or more of their income on the baSic necessities 
of life - food, clothing and shelter. These families consist of 
the working poor whose incomes from employment are inadequate for 
their families’ needs, the elderly, a major portion of whom live 
below the poverty line, and people who are physically or 
occupationally disabled and unable to work or to find a job. 

In 1976 the poorest twenty per cent of Canadian 
families received less than six per cent of total family income, 
while the richest twenty per cent of families received 40 per 
cent of all the income. Among unattached individuals, the 
distribution of income is even more unbalanced: the poorest 20 
per cent received four per cent of the total income of unattached 
individuals while the richest twenty per cent received 47 per 


cent’ 4n 1976" 
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Expenditures on federal government programs aimed at 
mitigating this imbalance have been growing rapidly in recent 
years, and yet the quintile distribution of income has remained 
relatively stable over this period. What this means is that the 
market system's function of distributing income has been emerging 
as more unfavourable to the "have nots", leaving the public 
sector to make up for its inadequacies. 

Given the present economic and fiscal climate, 
therefore, the "have-nots" of all ages are a priority group and 
retirement age policy must be viewed in the light of this fact. 
B. Social ‘and Political Factors 

Other factors to be taken into account in considering 
retirement age policies are the political realities imposed by 
the constitutional allocation of powers between federal and 
provincial governments, and the demographic forecasts for the 
population. 

Jurisdictional Issues: Federal and Provincial Roles 

The constitutional allocation of powers limits the 
federal government's potential for action in the field of 
retirement age policies. All matters relating to employment 
conditions, including collective bargaining and private pension 
plans, fall within the responsibility of the provinces, except 
for the Canada Pension Plan and the Old Age Security program, and 
those other areas specifically granted to the federal government 


by the British North America Act. 
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Thus the federal government's role is limited. It can 
influence the pensionable age through changes in the Old Age 
Security Act and the Canada Pension Plan, but provincial 
agreement is required for any substantial changes in the latter. 
Under the Income Tax Act there are administrative rules governing 
registration of private pension plans so that employee and 
employer contributions can be made tax deductible. These rules 
require a pensionable age of between 60 and 71. The federal 
government can further influence the retirement age through its 
Human Rights legislation governing employment conditions within 
its own jurisdiction as well as in its role as employer through 
the Public Service Superannuation Act. 

Six provincial governments, (1) as well as the 
federal government in the case of employment subject to federal 
jurisdiction, have enacted pension benefits legislation. This 
legislation covers such areas as vesting, solvency, investment, 
disclosure requirements and employee rights in respect of 
employer-sponsored pension plans. 

Most of the provincial human rights codes and the 
federal Human Rights Act contain some prohibitions against 
discrimination on the basis of age. The federal legislation 
applies to both the federally-regulated private sector and the 
federal public sector, and prohibits discrimination on the basis 


of age in both hiring and retaining an employee. Protection 


(1) These include: Alberta, Saskatchewan, Manitoba, Ontario, 
Quebec and Nova Scotia. 


- 14 - 
against discrimination on the basis of age, however, applies only 
to individuals who have not yet reached "the normal age of 
retirement for employees working in positions similar to the 
position of the individual". 

All of the provinces except Saskatchewan and Quebec 
prohibit discrimination on the basis of age in employment 
practices, including the refusal to employ or to continue to 
employ an individual. As in the federal legislation, provincial 
statutesurestrict .thevapplication®ofethes lawsto* parti culanpage 
ranges, with most of them providing a maximum age of 64. Thus, 
in effect most provinces prohibit mandatory retirement on the 
basis of age up to the age of 65, unless such an age can be 
defended as a "bona fide occupational qualification". 

While the federal government can change pension policy 
directly through the Old Age Security legislation, in practice it 
would not make major changes without prior consultation with the 
provinces regarding the impact of such changes on provincial 
social policies. As already noted, changing the Canada Pension 
Plan requires piece aen ae approval. Given the pre-eminence of the 
provincial governments in regulatory matters concerning the age 
of retirement and private pensions, the ability of the federal 
government to initiate changes in retirement age policies is 
quite constrained. 

Some Demographic Considerations 
Concern has been expressed over demographic forecasts 


that show a dramatic increase in the elderly population as the 


eg ae 
"baby boom" cohort begins to reach retirement age in the year 

2011, and the consequent increase in the proportion of Gross 
National Product that will be required to support this dependent 
population. 

Statistics Canada population projection Sibi, which 
is the most widely used projection, indicates that the population 
aged 65 and over will rise from 14.6 per cent of the working age 
populacton "(those aged 18 to*64) in 1976"to 19-9 per cent in*2011 
and then begin to increase dramatically as the "baby boom" 
continues to reach retirement age (See Table II.B.2.). This 
projection indicates that by the year 2031, there will be one 
person aged 65 or over to every three persons of working age. 

The young dependent group (those aged 0-17), because of 
the lower birth rates of the post "baby boom" era, is declining 
both in relative and absolute numbers, and is expected to continue 
to decline well into the next century. The total dependency 
ratio, which includes both the young and the elderly as a propor- 
tion of the working age population, will decline to an all-time 
low by the year 2011 and then begin climbing back up again reaching 
almost the present level by the year 2031. It should be noted 


that Canada's elderly as a proportion of the total population is 


(1) This“is” based “on -a-fertility rate declining from 1.9 to. 1.7 
in 1991, net immigration of 75,000 annually and average 
Vength orelLite rising sitghtly until 1986 to /0.2 for men 
and 78.3 for women. 


Year 
1931 
1941 
1951 
1961 
1971 
1976 
1981 
1986 
1991 
1996 
2001 
2001 
2071 


205 ) 


SOURCE: 
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Canadian Population and Projections 
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Age Group 


60-64 
294 
407 
506 
584 
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905 
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1,114 

1,114 

1,164 

1,764 
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The years 1931 to 1976 are from the Census; 
2031 are Statistics Canada, Population Projection 3, 
based on the 1976 Census. 
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Tablenliskee 


Dependency Ratios(?) 


Dependent Group 


1931 66.6 9.8 76.4 
1941 56% Le t2 os pa 
1951 60.9 1632-5 74.4 
1961 1228 14838 Bure, 
1971 055.0 14.4 edi. 9 
1976 5326 14.6 687.4 
1981 45.6 1523 60.9 
1986 41.9 ayes a 58% 0 
1991 40.8 Lain 56x38 
1996 392.5 1823 57148 
2001 2660/7 HBS 5 5522 
2011 2515 19.9 52.4 
2021 S29 26.2 aoe 
2031 apn 3 339 674.0 


(1) Defined as a percentage of the working age 
population, i.e. age 18 to 64. 


SOURCE: Computed from Table II.B.1. 
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still well below that of most European countries and is not 
expected to reach the now current rates in most European 
countries until after 2011.(1) what should also be noted is 
that, to the extent that the demographic projections prove 
correct, there will be a need for a major re-allocation of 
expenditure from one age group to another. (2) 

It should be borne in mind that the age structure of 
the population is highly dependent on the level of birth rates 
and less so on the flow of net immigration. Birth rates have 
shown extreme volatility over the past century, usually 
increasing in times of rapid economic development. Similarly, 
the rate of immigration is subject to fluctuation and is sen- 
Sitive to the demand of the labour market. If labour shortages 
denetep in the future, consequent increased wage rates will 
attract immigration as has happened in the past. Therefore any 
long-term population projections should be viewed with caution. 

In the discussion of dependency ratios, dependency was 
defined in terms of the population of working age, and not as a 
percentage of people actually in the labour force. To give a 
true picture of the actual economic burden of a dependent 


population, such a population should be viewed in terms of the 


(1) See appendix, p. 21. 


(-2:) See: Brian J. Powell and James K. Martin, "Economic 
Implications of an Aging Society in Canada". (Paper 
prepared in the Department of National Health and Welfare 


oneal National Symposium on Aging, Ottawa, October 25-27, 
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numbers who produce the goods and services to support it. In 
other words we should be comparing the dependent population to 
the labour force. The total participation rate has been showing 
a secular increase despite trends towards earlier retirement, and 
this phenomenon is due mainly to the increasing participation of 
women in the labour force, which has doubled in the past twenty- 
five years. At the present time, nearly half of all women 15 
years of age and over are members of the labour force. More and 
more younger women are beginning to combine family and full-time 
career, so it is not unreasonable to expect female participation 
rates to continue to increase. If this is the case a true 
measure of the dependency rates calculated on the basis of the 
labour force would show that the future burden relative to the 
burden today would not be as great as anticipated. 

inesnore, sour aging, population should not be Scause\ for 
alarm. First, if population predictions prove correct, the 
decrease in the population 0-17 will more than offset the 
increasing elderly population so that the total dependency ratio 
will reach an all-time low by the year 2011. Further, the future 
age structure of the population is based on a projection which 
uses a declining fertility rate and constant immigration which 
may Or may not prove to be the case. We do know that the "baby 
boom" cohort will begin to reach retirement age in the year 2011, 
and that the rate of growth of the elderly population will begin 
to accelerate at that time. But if fertility rates begin to 


increase in the near future, or if we have a large influx of 
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immigrants, the population of working age in the next century 
could differ considerably from that projected. Finally, the real 
burden of a dependent population should be measured in terms of 
the labour force which supports it and not in terms of the total 


working age population. It is not unreasonable to expect 


participation rates to increase over the next couple of decades. 
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Appendix 


Percentage of Population Aged 65 Years and Over 


Selected Countries, 


Country 

Germany (East) 

Sweden, Austria 

Norway, Belgium, France, West 
Germany, United Kingdom 


Denmark, Luxembourg 


Czechoslovakia, 
Italy 


Switzerland, 
Hungary, Greece, 


Ireland, Netherlands, Bulgaria 


United States, Finland, Spain, Portugal 


Iceland, 
New Zealand, 


Cyprus, Barbados, 
Poland, Romania, 
USS SR 


Uruguay, 
Malta, 


Canada, Australia, Japan, Yugoslavia, 
Argentina 


Israel, Puerto Rico 


cig! i PF: 
Percentage of Population 
65 Years and Over 
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III. FACTORS LIMITING FLEXIBILITY IN INDIVIDUAL RETIREMENT 
DECISIONS 


As well as the social and economic constraints to be 
taken into account in considering a flexible retirement policy, 
there are a number of individual constraints to be considered - 
factors which may limit an individual's flexibility in deciding 
to retire. Even if Canadian employers were to introduce more 
flexibility in their policies regarding the age at which their 
employees retire, these other factors have to be taken into 
account by the employees before reaching their own retirement 
decisions. 

If workers had complete flexibility in deciding when to 
retire, it would mean that their own desires were all they had to 
consider in choosing their age of retirement, without being 
constrained in their choice by questions like their opportunities 
to keep working, their expected income in retirement, their 
health, or the lifestyle they anticipate. But they are con- 
strained in their choice by these factors. 

Persons choosing between retirement and continued 
employment in their current or another job must consider what 
kind of jobs are available for workers in their sixties, and what 
kind of pension income will be available if they retire. They 
must also take into account their current state of health, their 
anticipated future health in retirement, the lifestyle they plan 
to pursue, and the ways in which they will use their leisure 


time. 
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In the sections which follow these limitations are 
examined to see their likely impact on the age of retirement. 
Further study would be needed before any firm conclusions could 
be reached on the numbers of people likely to retire at various 
ages. And even if some of these limiting factors could be 
changed to permit greater flexibility, it may not be possible or 
even desirable to change other factors in view of their economic 
Or social implications. Retirement policies cannot be determined 
solely on the basis of individual choice. There may have to be 
some compromise between the needs of individuals and the needs of 


industry to ensure a healthy economy. 


- 24 - 

III.A Income During Retirement 

A major factor affecting the decision to retire is the 
adequacy of income during retirement. Since for most Canadians 
the basic source of income in retirement is a pension, the timing 
of their retirement is constrained by the age they become 
eligible to receive a retirement pension. And since the 
pensionable age for most pension plans is 65, and since most 
pensions payable by private plans before 65 are totally inadequate, 
there is no effective flexibility in retiring before age 65 for 
most labour force members. Even with pensions available at age 
65, pension income may be inadequate to provide the lifestyle 
that one would wish in retirement, and this factor, combined with 
the problem of unindexed pensions in the current inflationary 
Situation, further inte flexibility in timing one's retirement. 
Most people when they retire suffer a decrease in income, and 
this may cause anxieties about retirement, particularly among 
people whose pre-retirement income was barely adequate, placing a 
further constraint on flexibility in timing their retirement. 

The retirement survey (1) carried out on behalf of 
the Department of National Health and Welfare in 1975 indicated 
that income in retirement was a major concern for respondents. 
Adequate income was associated with having a satisfactory life in 
retirement and was related to having adequate housing, health and 
diet which affect people's overall well-being. Income also 


played an important role in people's perception of retired life. 


(1) Health and Welfare Canada, Retirement in Canada: Summary 
Report, Social Security Research Report No. 03, Ottawa, 


March 1977. 
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Table sLEYsA st 


Retired Respondents' Self-Rated Adequacy 
of Income 


Self-Rated Adequacy Retired Retired 
of Income Men Women 

% 3 
Adequate PAS ee 30. 
Somewhat Adequate 41.6 Shelst) 
Inadequate we hee PAP APRS 


taglertllzAs2 


Proportion of Retired Respondents 
in Self-Rated Adequacy of Income Categories 
Who Were Satisfied With Life 


Self-Rated Adequacy Retired Retired 
of Income Men Women 
% % 
Adequate 94.7 81-5 
Somewhat Adequate 82.1 84.5 
Inadequate 6b? 72239 


Average of those 

satisfied with life 79.4 84.3 

Tables III.A.1 and III.A.2 show that about one-quarter 
of retired men and women considered their retirement income to be 
inadequate and another 40% consider it only somewhat adequate, 
and that those who rated their income as adequate are more apt to 
be satisfied with life in retirement. Over 90 per cent of the 
retired men and women with an adequate income, as compared to 


61.7% of the retired men and 72.9% of the retired women with 
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inadequate incomes, were satisfied with their lives. This 
is a very significant difference. 

The survey demonstrated that an inadequate income 
was related to other problems such as poor diet, poor 
housing, inadequate clothing and poor health, which affect 
retirees' level of satisfaction with retired life. An 
inadequate income was also related to the need for improving 
the opportunities to see friends and relatives, to develop 
new interests and hobbies, to live where one prefers and to 
cultivate new friends. 

The retirement Survey also asked active respondents 
to rate expected adequacy of income in retirement. Table 
IIT.A.3 shows that only 24.1% of active men and 16.6% of 
active women expected = have an adequate income in retire- 
ment. As in the case of retired respondents, those expecting 
inadequate income were Significantly less likely to expect a 
satisfying life than the other active respondents. Less 
than half of the respondents with expected inadequate 
incomes thought that their life in retirement would be 
Satisfactory, in contrast to over 2/3 of the men and three- 


quarters of the women who expected an adequate income. 


ee) ae 
Table, III.A.3 


Active Respondents' Self-Rated Expected 
Adequacy of Income in First Year of 


Retirement 
Expected Adequacy 
of Income Active Men Active Women 
% % 

Adequate 24.1 16.6 
Somewhat Adequate 47.6 44.0 
Inadequate de age Zor U 
No answer 6.1 13.4 


TapLewlliecA<4 


Proportion of Active Respondents in 
Self-Rated Adequacy of Expected Income Categories 


Expected to be Satisfied with Life 
Self-Rated Adequacy 


of Expected Income Active Men Active Women 
% % 
Adequate Leles 3 "Mee 7) 
Somewhat Adequate 65:29 TAR 
Inadequate 42.7 48.9 


A recent survey by the Centre de Recherche sur 
l'opinion publique (1) indicated that a larger percentage 
of people than in the Department's survey expected to have 


an adequate income. In response to the question: "Do you 


(1) Centre de recherche sur l'opinion publique. Montreal, 
Quebec (Report number 78-3, July, 1978). 
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expect you will have enough to live comfortably on during 
retirement - even if you can't live exactly as you do now?", 
53% of respondents answered "yes", 15% answered "no", 22% 
said "it depends", and 11% didn't know. 

Recent research carried out by L.A. Shaver and 
Sheldon S. Tobin(1) graws a definite positive link between 
anticipated living standards in retirement and attitudes 
towards retirement in the older age groups. Shaver and 
Tobin surveyed a cross-section of male employees of a major 
United States airline. They found only 8.6 per cent of 
60-64 year olds, 10.8 per cent of those in the age group 55 
to 59 and 6.7 per cent of 50 to 54 year olds would retire if 
it meant a reduction in their standard of living. | Shaver 


and Tobin conclude from their findings: 


"“that*for “all but a ‘small propovtron ioRttop 
Management and pilots retirement would be 
accepted, if not welcomed, if there were 
assurance of a reasonable standard of living. 

If this expectation is not met, however, a major 
proportion of the labour force may consider it 
necessary to continue working. Our evidence does 
not support the theory that such respondents are 
committed to work; rather it appears that they 
are committed to a certain standard of living." 


(1) See L.A. Shaver and Sheldon S. Tobin. "Propensity to 
Retire When Income Fear is Reduced". (Paper presented 
at the XIth International Conference on Gerontology, 
Tokyo, Japan. August 25-28, 1978.) 
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Sources of Retirement Income 

There are essentially three sources of retirement 
income - employer-sponsored pension plans, private savings 
and investments, and the public pension plans: the Old Age 
Security/Guaranteed Income Supplement/Spouse's Allowance 
(OAS/GIS/SPA) program, and the Canada and Quebec Pension 
Plans (CPP/QPP). For the present cohort of retirees the 
most important source of income is OAS/GIS/SPA benefits. Of 
total income received by those aged 65 and older in 1975, 


nearly 50% came from the OAS/GIS program. 


Tale lela oA. } 


Percentage Composition of Income of 
Elderly Couples and Unattached 
Lndivadual Sins L 9 7S 


Income Source Per Cent 
Total Earnings bOa6 
Investment Income 224 
Emp loyer-sponsored 

Pensions, Annuities, etc. » ifn a 
OAS/GIS 48.5 
CPP/QPP Shel 
Other Government transfers S50 
Total Income 100.0 
Average Income $4,810 
Number of recipient units i155, 000 


(1) Unattached individuals 65 years and older, and couples 
where both spouses are 65 and older. 


SOURCE: Statistics Canada. Special Tabulations from Survey 
of Consumer Finances, 1975. 
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As can be seen from Table III.A.5 employer-sponsored 
pension plans are not a very significant source of income for the 
present generation of retirees. Nor is CPP/QPP, thus reflecting 
the immature status of the program. Investment income represents 
about 1/5 of the income of the elderly, but this source of income 
is concentrated in the bank accounts of the small percentage of 


the elderly with relatively higher incomes, as indicated in Table 


TI GaAs 6% 
Table IIT.A.6 
Distribution of Investment Income by 
Income Class for the Elderly: 
Unattached Individuals 65 and over 
and Couples both spouses 65 and over 
ibe res 
Percentage Average 
Percentage . of Annual 
Income of Family Cumula- Investment Cumula- Investment 
Class Unites tive Income tive Income 
S S 
0-2,499 Mees $i LOR Ves: e3 94 
27 500=3F999 Bora 59.4 oo Bys3 246 
4, 000=5 4999 LSAO 77.4 ive. 3) 26:18 884 
6,000-8,999 2 ay 910 wal PAWS Vi 47.9 Tak 
9,000+ SPS) 100.0 spat 100.0 5413 
All Income 
Groups 100.0 100.0 $1029 


SOURCE: Estimated from Statistics Canada. Special tabulations 
from Survey of Consumer Finances, 1975. 

Some 60% of elderly family units at the low end of the 
income scale received about one-tenth of the investment income 
that was received by all elderly family units. So for the 
majority of today's generation of retirees, investment income is 


very insignificant. 
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The Incidence of Poverty Among the Elderly 

It is common knowledge that the incidence of 
poverty is much higher among the elderly, and particularly 
among elderly unattached females, than among the rest of the 
population. Among the elderly themselves, the older age 
groups suffer more from economic hardship than do those who 
have just recently retired. 

Table III.A.7 compares the income distribution of 
the elderly with that of the total population, showing that 
both elderly unattached individuals and families are 
concentrated at the lower end of the income scale in 


comparison to the rest of the population. 


Table III.A.7 
Percentage Distribution of Families 


and Unattached Individuals 
by Income Groups, 1976 


A Comparison of the Elderly with All Age Groups 


Unattached Individuals Families 
All Age All Age Head 

Income Group Age Groups 65+ Groups Age 65+ 
Under $3,000 24.6 36.4 1.9 te 7 
$3,000-4,999 203 SiG 4.8 eS ay 
$5,000-6,999 date 9, 10.6 yer) he a | 
$7,000-8,999 9.6 4.4 ade 14.2 
$9,000-10,999 9.6 a0 6555 9.1 
$11,000+ 23.9 6.8 a3. 3 36.0 

Total 100.0 100.0 Oe 0 100.0 
Median Income She jae 8 007) spew il $16,954 Sire al 


SOURCE: Statistics Canada. Income Distributions by Size 


ineCanada 70L4/6.. 
eee wee 


= BD. os 

The median income of unattached individuals in 
1976 was) S37521 compared’ “to S$57807 tor "all “unattached 
individuals, while the median income for families with heads 
aged 65 or over was $8,272 or less than half the median 
income for all families. 

An examination of income distributions broken down 
by sex indicates that elderly females are in a much worse 


financial position than elderly males. 


Table III.A.8 


Percentage Distribution of Unattached 


Individuals age 65+ by Income Group and Sex, 1976 


Income Groups Males Females 
Less than $3,000 265.3 40.4 
$3,000- 4,999 ; 43.6 355.0 
$5,000- 6,999 les 1 gs PUP 
$7,000— 8,999 4.2 4.5 
$9,000-11,999 Sd) S30 
S22, 000 ih ge © 3.4 


SOURCE: Statistics Canada. Income Distributions by Size in 
Canada, 1976. 


Slightly over 40% of unattached females age 65 or over, had 
incomes less than $3,000 in 1976 compared to 26.3% of males 


in the same age group. 
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From Table III.A.9 it can be seen that over half of all 
elderly unattached individuals, and nearly 20 per cent of elderly 
families, had incomes below the revised Statistics Canada low- 
income cut-offs in 1976. The table also shows that the incidence 
of low incomes is much higher among those aged 70 or over than 
those aged 65-69 as could be expected. Of all elderly persons 
(unattached individuals age 65+ and those in families whose head 
is 65 years or older) nearly one in three was living on less than 


the low income cut-offs. 
apiemet elec. Acct 
Incidence of Poverty Among Elderly, 1976 


Revised Those With Income 
Low Income Below Low-Income 
Cut-off (1) Cut-off 
Number 
in Thousands Per cent 
Unattached Individuals(2) $3,853 32 AeD 54.6 
aged 65-69 TS. 7 46.2 
aged 70+ 244-55 56e1 
Families(2) $5,587 143.4 19.6 
head aged 65-69 4 oe) a4. 1 
head aged 70+ OZ a, 2 Ste 


(1) For areas of residence with 100,000 to 499,999 population the 
low-income cut-off for families refers to a family of two 
persons. Some 80 percent of families whose head is aged 65 
and over who live by themselves in their own dwellings are 
families comprising two persons. 


(2) Based on the concept of the economic family. A family is a 
group of individuals sharing a common dwelling unit and related 
by blood, marriage or adoption. An unattched individual is a 
person living alone or in a household where he/she is not 
related to other household members. 


SOURCE: Computed from Statistics Canada. Income Distributions by 
Size in Canada, 1976. 
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These figures are based on the concept of the economic 
family which is defined as a group of individuals sharing a 
common dwelling unit and related by blood, marriage or adoption. 
A pensioner living with a daughter and son-in-law under age 65, 
for example, would be counted as part of that family unit and 
would not show up in the income distribution of the elderly. 

The census or nuclear family is a narrower definition 
and consists of either a husband or wife (with or without 
children who have never married) or a parent with one or more 
children who have never married living together in the same 
dwelling. The use of this definition gives a more accurate 
picture of the incomes of the elderly and when employed indicates 
a higher incidence of poverty than the use of the economic family 
concept indicates. Based on the census family concept some forty 
percent of all pensioners were living on incomes below the 
Statistics Canada low income cut-offs. 

Table III.A.10, based on the census family concept, 
indicates that 63 per cent of elderly persons not in families and 
One-quarter of aren family units were living below the poverty 
line. 

Further evidence of the incidence of low incomes among 
the elderly is provided by statistics of Guaranteed Income Supple- 
ment recipients. At the present time, 54 per cent of pensioners 
have incomes low enough to receive GIS payments. Nineteen per cent 
of pensioners are receiving full GIS benefits, indicating that 


they have no private source of income and are solely dependent on 


OAS/GIS benefits. 
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Table III.A.10 
Estimated Incidence of Poverty 


Among the Elderly based on 
Census Family Concept, (1) 1976 


Revised Those With Income 
Low Income Below Low-Income 
Cut-off Cut-off 
Number 
in Thousands Per cent 

Persons Not in 
Families aged 65+ SB8.53 252 68sec 
Family Units 
(head aged 65+) S507 lie 8 24.6 


(1) A Census family consists of either a husband and wife (with 
or without children who have never married) or a parent with 
One or more children who have never married, living together 
in the same dwelling. A person not ina family is an 
individual living alone or living with unrelated individuals, 
or living with relatives but not in a husband-wife or parent- 
unmarried child relationship. 

SOURCE: Statistics Canada. Family Incomes, 1976. (Catalogue 

number 13-208, annual.) 

Given the incidence of low income among the elderly, 
the fear of poverty in retirement is quite real. Moreover, the 
‘high level of inflation of recent years is another threat to 
those contemplating retirement. Save for the public pension plans 
and the federal government Superannuation plan, the majority of 
pension plans are not automatically indexed to the cost of 
living. At an eight per cent annual inflation rate the value of 
an unindexed pension will be halved within nine years. Therefore 


an unindexed pension which may be sufficient today may reduce one 


to poverty in the face of continuing high levels of inflation. 
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Persons in higher income jobs generally have more free- 
dom of choice in the timing of their retirement than do persons 
in lower income jobs. Such persons have a higher potential for 
saving and investing so that, with a substantial investment 
income, they could afford to retire early even if a pension is 
not available until age 65. 

In short, for those Canadians fortunate enough to be in 
high-paying jobs, there is much more flexibility in the timing of 
retirement than for those in low-paying employment. As Robert J. 
Havighurst has pointed out: (1) 

"As the economic welfare of elderly people 
improves, more persons become able to choose when 
to retire. Retirement becomes a commodity to be 
purchased. A person who values leisure, or who 
has a variety of interesting demands on his time, 
will purchase retirement if he has enough savings 
and enough guaranteed pension income. His decision 
to retire will depend on his interest in work; his 
desire for more leisure; his probable retirement 
income; the demand of the labour market for his 
labour; the interest of other family members in 
both work and leisure." 

The level of retirement income other than OAS/GIS 
benefits is largely a result of conditions of employment during a 
person s life — the level of wages and/or “salary wtiewericvence 
of an employer-sponsored pension plan, and the degree of attach- 
ment to the labour force. There are wide discrepancies in employ- 
ment conditions in Canada; wage rates, pension plan coverage, and 
job security, vary from industry to industry, occupation to occupa- 


tion, and region to region. In 1973, for example, some 19% of 


heads of families 25 years of age and older had a wage rate less 


(1) Robert J. Havighurst, "The Future Aged: The Use of Time and 
Money”, The Gerontologistyavol., 815, NOws), Fenruary, 4470. 
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than $2.50 per hour(1), or on an annual basis (if in fact they 
were employed for the full year) less than $5,000 per year. 

People employed in low-wage industries are more 
unlikely to be covered by employer-sponsored pension plans than 
other employed people. Also, with annual earnings of less than 
$5,000 per year, there is very little scope for saving for 
retirement. Therefore low wage families of today will likely be 
solely dependent on the public pension plans - OAS/GIS and CPP/QPP 
- for their retirement income, with an effective option for retire- 
ment available only at the age of eligibility for these pensions. 

Eliminating the influence of other factors such as poor 
health and lack of employment opportunities, an inadequate retire- 
ment income will delay the decision to retire beyond the normal 
age of retirement for many. However, delayed retirement is an 
unsatisfactory solution to the problem of inadequate pensions. 

In addition, many people would retire earlier than the 
norm if they could do so with the same pensions that they would 
receive at normal retirement. Our retirement Survey indicated 
that one-quarter of retired men and 16 per cent of retired women 
would have retired earlier than they did if they could have drawn 
the same pension. Among the active population, 29 per cent of men 
and 33 per cent of women said they would retire earlier than the 
normal retirement age on full unreduced pension. 

(1) See Health and Welfare Canada. Policy Research and Long 
Range Planning (Welfare), Characteristics of the Working 


Poor in Canada. Ottawa. September, 1976. (Social Security 
Research Reports: Report No. 2). 
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Among those who would opt for retirement at ages earlier 
than the norm if they had an adequate income, would be those in 
poor health, those in arduous jobs, as well as those who have a 
basic preference for leisure rather than work after a long 
working life. For these people, inadequate pension income is a 


barrier to earlier retirement. 
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III.B Labour Market and Employment Conditions 

The prospect of insufficient income in retirement is 
Hotmthevonlys factor*@inhibitings flexibility! ansthe* timingvyof one's 
retirement. While a person wishing to retire early may be 
constrained from so doing because of inadequate income, someone 
who wants to keep on working may find it impossible to do so 
because of various labour market and employment conditions. A 
labour market characterized by high levels of unemployment during 
depressed economic circumstances places the older worker in a 
particularly vulnerable position in either retaining his job or 
in finding employment, and may force him out of the labour market 
before he is ready to retire. Employment conditions that reflect 
industry's desire to run an efficient and competitive operation 
also limit flexibility in the timing of one's retirement. 
Mandatory Retirement 

Mandatory retirement practices at the present time 
force many people out of work. According to the Department's 
1975 retirement survey, of the 29 per cent of males who had 
retired compulsorily only 56 per cent had achieved the preferred 
timing of retirement. In other words, 13 per cent of all retired 
males surveyed in 1975 had been forced to retire by mandatory 
retirement practices but were not satisfied with the timing of 
their retirement; 4 to 5 per cent would have preferred to con- 
tinue working after age 65. Compulsory retirement among the 
female retired population was not so widespread, nor was the 


timing as unsatisfactory as for the male population. Of the 
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11 percent of the female population who retired compulsorily, 75% 
had retired at their preferred time; therefore only 3% of com- 
pulsorily retired females had not achieved their preferred timing. 

There is evidence that the population is not over- 
whelmingly in favour of abolishing mandatory retirement. Our 
retirement survey indicated that the majority of men and women, 
whether retired or still active, thought that having a compulsory 
retirement age waS a good idea, with less than one in three 
opposing the idea of mandatory retirement. The following tables 
give respondents' opinions on the desirability of mandatory 
retirement and the favourable age for mandatory retirement. It 
Should be noted, however, that people tend to equate compulsory 


retirement with the receipt of a pension. 


Tabter lili be 


Question: For people such as you, do you think that a compulsory 
retirement age is a good idea? 


Men Women 
Retired Active Retired Active 
% % % g 
Agree 56 61 a2 58 
Disagree 30 32 Se 28 


Indifferent or 
no answer 14 "4 16 Le 


ave Api: 


Table .ITPSBs2 


Question: What is the best compulsory retirement age, if there 


were one? 


Men Women 
Retired Active Retired Active 

% % % g 

so Or. 60 45 59 54 62 

65 29 ae 27 ve 

70 2 8 10 5 
Other or no 

answer les) 9 1 Ly 


A crop(l) Report in July, 1978, confirmed in general 


Our Survey results on people's attitudes towards compulsory 


retirement. The Report indicates that 52 per cent of Canadians 


favour, in principle, the notion of mandatory retirement, while 


40% oppose it. The CROP Survey discovered an interesting dif- 


ference between anglophone and francophone attitudes 


On mandatory 


retirement: among anglophones, slightly more people opposed 


mandatory retirement than supported it, while francophones not 


only overwhelmingly supported the notion, one-third believed that 


the mandatory retirement age should be lowered. The 
pointed out: 


"This sharp difference between the two language 
reflect the chronically high unemployment rate 
concern over the shorter life expectancy among 
phones, and differences in the age composition 


CROP Report 


groups may 
in Quebec, 
franco=- 

of the 


Quebec population where young adults constitute a large 
proportion of the population as compared to the rest of 
Canada; unemployment is especially high among young Quebec 


adivics... 


(1) See Centre de recherche sur l'opinion publique, 
Quebec. Report Number 78-3, July, 1978. 


Montreal, 


- 42 - 

Among those surveyed, 30% thought the ideal age to 
retire should be less than 60, 25% thought age 60-64 was the 
ideal age, 15% thought age 65 was ideal, while the remainder 
(30%) thought the ideal retirement age should be older than 
65, or that people should never retire or had no opinion. 

While the introduction of more flexibility into 
mandatory retirement practices may benefit a small minority 
who wish to continue working beyond the mandatory retirement 
age, universally abolishing or raising the age of mandatory 
retirement could have possibly detrimental effects on the 
elderly. Mandatory retirement allows an employee to 
withdraw gracefully from the labour force. Some workers are 
not as capable as others of withstanding the rigours of 
employment at an advanced age. In some cases, as employees 
aduarce in age they may lose the ambition and drive that are 
necessary to carry out their duties, especially at the more 
senior levels. In such cases, a mandatory retirement age 
avoids any humiliation to the older worker of being demoted, 
or worked around or even fired for incompetence, after what 
may have been a long and distinguished career of faithful 
and competent service. 

Any stigma that may be attached to the retired 
state in the minds of people who identify their worth by 
their work would be reinforced if retirement were not a part 


of the normal course of a working career. The sense of 
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discrimination and the loss of status and prestige felt by 
some older persons would perhaps be deepened if it were not 
felt that retirement was an acceptable and indeed inevitable 
end to a working career. 

Because Of possible detrimental effects on the 
elderly of raising or abolishing the age of mandatory 
retirement, one would want to have a profile of the workers 
who would benefit before requiring more flexibility in 
Mandatory retirement age practices. It may be that those 
who want such a change are the people working in interesting 
and stimulating jobs that are not physically arduous, with 
higher than average salaries; even if they were forced out 
of their life-long careers at age 65, such people may well 
have the flexibility to start second careers. Research 
findings by Shaver and Tobin in a survey of a major United 
States Airline indicate that only a few of the top-notch 
executives would not accept retirement, given a continuation 
ofstheir. currenttstandard  ofel iving 2e\In fact;s.a Significant 
number of blue collar workers would retire on a reduced 
standard of Iivingeell) 

It may be argued by some that a policy of introducing 
more flexibility into mandatory retirement practices will 
benefit the higher income, elite group who have interesting 
and well-paid jobs, to the possible detriment of those working 


in more physically strenuous or tedious and lower paying 


(1) L.A. Shaver and Sheldon S. Tobin. op. cit. (See page 28.) 
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jobs. The latter may, to prove their self-worth, strive to keep 
on working because retirement becomes unacceptable, or because, 
although they would like to retire early, they cannot afford to. 

From industry's point of view, mandatory retirement may 
be considered necessary to run an efficient and competitive 
organization. It may be claimed that mandatory retirement 
facilitates the development and introduction of new technology, 
thus leading to greater productivity and improving an industry's 
competitive position through the recruitment of young, bright, 
recent graduates, who are familiar with the most recent 
techniques. Without mandatory retirement the argument goes, 
the job vacancy rate may not be sufficient to hold good young 
workers whose career patterns demand the frequent opening up of 
jobs at the top. For high technology industries in particular, a 
eee of young "new blood" may be considered necessary to ensure 
that they keep abreast of the latest new developments. It would 
seem, however, that the greatest pressure to replace technical 
specialists with people that have more recent knowledge occurs 
around age 40 rather than at age 65. Consolidated Edison, it 
is said, had a flexible retirement scheme, but this led to 
proportionately too many older workers at the top and mandatory 
retirement had to be introduced. In such industries there may 
be reluctance to adopt a flexible retirement policy that allows 
those workers who wish to delay retirement to do so. 

Some have argued that mandatory retirement should be 


abolished to provide a pool of older, skilled and experienced 
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workers to alleviate a projected decline in labour force growth 
which could have serious effects on economic performance in the 
future. It is hard to accept the view that labour will soon be 
in short supply in this country. Projected declines in labour 
force growth are based on demographic projections(1l) which 
indicate a slower growth in working age population due to the 
lower birth rates of the '60's and '70's. However, the labour 
force is still growing in absolute terms, the participation rate 
of women is still increasing, and we still have a large pool of 
unemployed and underemployed. 

But even if the rate of growth of the labour force 
decelerates, the level of economic performance will not neces- 
sarily follow suit. Historically, productivity has increased 
despite a decrease in the number of working hours per day, days 
per week, and years per life-time, since these have been 
accompanied by technological change and capital accumulation. 

We should not assume, therefore, that economic performance will 
decline if we don't keep people working after 65. 

These considerations indicate that, even though as a 
democratic society we may favour increased freedom of individual 
choice as represented by a flexible retirement age policy, labour 
market conditions could limit our ability to put such a policy 


into effect. 


Peele, | Loy ela euli. Bel. 
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The Effects of Unemployment on the Older Worker 

Mandatory retirement rules may make it impossible for 
older workers who are not yet ready to retire, to continue in 
their current jobs, and unemployment may make it next to 
impossible for them to find new ones. At the best of economic 
times, an older worker who gets laid off generally has a much 
more difficult time finding employment than does a younger 
worker, and in periods of high unemployment levels the problem is 
compounded. Labour force figures for 1978 indicate that the 
average duration of unemployment for males aged 45 to 65 ranged 
from 20 to 26 weeks, aS compared to an average of from 12 to 20 
weeks for younger males (see Table III.B.3.). For females in the 
same age group, the average duration of unemployment was not as 
long as for males, but it’ is quite) possible that figuressefor 
pencies are lower because if they are secondary earners they may 
drop out of the labour force rather than continue searching for a 


job in a hopeless labour market situation. 
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Unfortunately, data indicating the duration of unemploy- 
ment for the age group 55 to 64 were not readily available; it 
can be assumed that the sixty-year old unemployed worker would 
have even more difficulty than the fifty-year old unemployed 
worker in finding a job. These data, it should be noted, do not 
include those persons who have given up looking for a job and 
withdrawn from the labour force, so that they underestimate the 
magnitude of the problem. 

The chronically unemployed older worker, after a long 
and fruitless search in a hopeless labour market, may withdraw 
from the labour force in desperation when unemployment benefits 
cease. Such involuntary retirement generally has no pension 
coverage. According to our retirement survey, only 25 per cent 
of males and 11 per cent of females who were laid off were in 
receipt of a job-related pension. 

Although there is no concrete evidence to explain the 
difficulty that older workers encounter in finding jobs, we can 
intuitively point to a number of factors which might account for 
this phenomenon. Employers, when hiring, are making a long-term 
investment in training from which they want to receive the 
maximum return. They are more likely, therefore, to hire young 
workers who have longer working lives ahead of them. Furthermore, 
the current method of funding "defined benefit" private pension 
plans is such that younger employees are "cheaper". Attitudes of 
employers towards older workers may be influenced by the stereo- 
type of the older worker as "deadwood", and less productive 


because of decreased mental and physical capabilities. 
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Human rights legislation at the federal level and in 
most provinces prohibits discrimination in employment practices 
on the basis of age generally up to age 65, so that legally an 
employer cannot refuse to hire or to continue to employ a worker 
on the basis of age alone. The courts may, however, have some 
difficulty in proving a charge against an employer who refuses to 
hire an older worker if there are similarly qualified younger 
applicants for the job. 

Anti-age discrimination legislation does, however, 
provide some measure of protection for continued employment up to 
age 65 for those already employed. However, in times of economic 
Slack and layoff older workers may find themselves at a 
disadvantage vis-a-vis younger workers. 

Transition to Retirement 

One solution to the problem of the employment of older 
workers that has been suggested, and that has been introduced in 
other countries, is the provision of part-time work or gradual 
retirement for workers nearing 65. However, labour market and 
employment conditions may not be conducive to a gradual transi- 
tion from work to retirement. An older worker who begins to 
suffer from physical deterioration may not have the stamina to 
keep up with the full time pressure of his current job. He may 
wish to keep working, but at a lesser pace, by either decreasing 
his hours of work in his current job or switching to a less 
demanding job, or retiring from his present employment to take 


On a part-time job elsewhere. In addition to those who want 
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part-time jobs as a transition into retirement, there are those 
who want part-time jobs to supplement inadequate retirement 
incomes. 
Our retirement survey revealed that only a minority of 
respondents, albeit a significant one, preferred a part-time 
transitional work-pattern over an immediate full-time transition 


to retirement, as Table III.B.4 shows. 


Tabplewlll.5.4 


RESPONDENTS' OPINIONS ON THE BEST TRANSITIONAL WORK PATTERN 


MEN WOMEN 
Best Transitional Work 
Pattern Active Retired Active Retired 
Full-Time ; 65% 62% 53% 59% 
Part-Time 35% 38% 47% 41% 
100% 100% 100% 100% 


Our survey also indicated that most people had the 
transitional work pattern which they considered best as can be 
seen in Table III.B.5. On average, 75 per cent of the retired 
men and 62 per cent of the retired women were satisfied with 
their transitional work pattern. Because 20 per cent of the 
retired men and 24 per cent of the retired women had worked part- 
time just before retiring, most of those failing to retire in the 
way they wanted were those who preferred a part-time pattern but 


had to work full-time until retirement. 
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RETIRED RESPONDENTS' ACTUAL TRANSITIONAL WORK PATTERN 
VS. THEIR PREFERRED PATTERN 


ACTUAL TRANSITIONAL WORK PATTERNS 


Preferred Retired Men Retired Women 

Transitional 

Work Pattern Part-Time Full-Time Part-Time Full-Time 

Sui =F ime 23% jhe 23% 62% 

Part-Time 77% 25% 773% 38% 
100% 100% 1003 100% 


The Department's retirement survey also showed that, 
while 89 per cent of retired men were not working or looking for 
work, 5 per cent were working either part-time or full-time and 
another 5.8 per cent were looking for work; 1.7 per cent for 
full-time work and 4.1 per cent for part-time work. Propor- 
tionately fewer retired women showed interest in working beyond 
retirement; 3.8 per cent were working and another 2.7 per cent 
were looking for work. 

Provided that income remained the same, the survey 
Showed that the active respondents were much more likely than the 
retired to prefer a more gradual transition to retirement. While 


some 22% of retired men and 37% of retired women would have 
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preferred some part-time transitional work pattern, 43 per cent 
of active men and 44 per cent of active women would prefer a more 


gradual transition to retirement, as can be seen in Table III.B.6. 


Ta pibewel Lig 8 6 


Active and Retired Respondents' First Choice 


for Way to Change Work Patterns 


MEN WOMEN 

Way to Change 
Work Pattern Retired Active Retired Active 
Retire early with 
the same pension 24.5% 29.23% 15.6% 32.95 
Work fewer weeks per 
year for same pay 4.9% L262% yA. 9.1% 
Work fewer days per 
week for Same pay 8.1% LOLs 16.7% 24.0% 
Work fewer hours per 
day for same pay 9.0% NO re Se p29 Liw2% 
Wouldn't change 
work pattern 53.6% Jieee 47.6% 22.9% 

100% 100% 100% 100% 


That a number of the retired were looking for part-— 
time work, and that a significant minority of retired men and 
women would have preferred a gradual transition to retirement, 
indicate that from their point of view conditions could be 
improved. Perhaps employers need to be encouraged to pursue more 
vigorously the possibility of re-arranging traditional work 


patterns to permit more older workers to retire gradually. 


Tits Ceshealth Factors 
Reasons for Retirement 

Health is an obvious factor in an individual's decision 
to retire, Since poor health may force an early retirement, 
whereas good health may be a reason for delaying retirement. A 
less obvious factor is the individual's expectations regarding 
his health in retirement, which may influence his assessment of 
the quality of his life when retired. 

For the majority of the retired persons in the Depart- 
ment's retirement survey, retirement was not a voluntary action; 
the decision to retire was forced on them by external factors. 4 
For no more than 29% of the males and 39% of the females were 
discretionary reasons given as the cause of their retirement. 
For both sexes the most important single reason given for their 
retirement was poor health - by 34% of the males and 38% of the 
females. Among the retired males surveyed, poor health was given 
by 38% of those aged 65 to 70 and two-thirds of those aged 60 as 
their reason for retiring. Of the 63-year old men surveyed, both 
active and retired, 14.5% retired because of poor health, while 
double that proportion (29.7%) of men aged 67 said they had 
retired for that reason. 

Looking at all the retired men in the survey together, 
41% retired because of sickness or unemployment, 29% because they 
had reached mandatory retirement age, and 29% for other, mainly 
discretionary, reasons. A policy of more flexiblity for the 


retirement age would, therefore, have meaning only for the 29% 
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who were required by their employers to retire because of their 
age; it is among this group that good health might be a factor in 
influencing them to postpone retirement if they had a choice. 
And even though they had been compulsorily retired, over half 
these men» (56%).saad that theyehad, in. factynretiredgatathe1:. 
preferred age. Only about 4 to 5 per cent yof retiredymen might 
have taken advantage of the opportunity to defer their retirement 
if a flexible retirement policy had been in effect. 

The preferred age for retirement varied in a startling 
way depending on whether the people expressing the preference 
were working, or already retired. Retirement looked much more 
attractive to the former than to the latter, as the following 
table illustrates. 


Percentage Distribution of Non-Retired and 
Retired Men By Preferred Retirement Age 


Preferred retirement Non-retired Retired 
age men men 
% % 
Before 65 70 40 
At 65 21 24 
Afterimos 9 36 


"Early" retirement appealed to 70% of men before they had 
retired, but only to 40% of those who had already retired. Only 9% 
of working men considered they might want to work beyond age 65, but 
36% of retired men were in favour of deferring retirement. It may 
well be that many of the latter were men who retired early because 
of ill health, and then recovered. At the time of our survey, 


35% of the men (and 63% of the women) who said they had retired 
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because of poor health indicated that their health was now 
adequate. Only one-third of those men retiring due to poor 
health did so at their preferred age. 

Poor health was the reason for retirement given by 343% 
of retired men. These may be separated into three groups - those 
who would have preferred an earlier retirement, those who might 
have wanted to delay retirement, and those who retired at their 
preferred age. The first group are the ones whose health was not 
likely to improve and who, if they could do so without suffering 
too severe an income loss, would have liked to retire earlier 
than they did. The second group are those whose health might be 
improved with appropriate treatment, or whose condition might 
have been prevented if appropriate precautions had been taken, 
and who, if given the opportunity, would have liked to defer 
their retirement. A flexible retirement policy would be of 
interest to both these groups. The third group are those whose 
quality of life in retirement could be improved by better health 
services that would eliminate or alleviate their illnesses, or 
could have been improved had better lifestyle counselling services 
prevented their illnesses, but would have retired at the same 
age, in any case. 

Health Status 

The process of aging is accompanied by certain physio- 
logical changes that may have functional consequences. Many 
physical functions like hearing, eyesight, motor ability and 
reflexes noticeably decline with advancing years. As muscle 


cells are replaced by fat and fibrous connective tissues there 
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is a reduction in muscle strength. The nervous system also 
changes with advancing age. On the other hand, there is an 
insignificant decline in learning ability, and older workers 
generally exhibit more mature judgement, better attendance, and 
greater punctuality than young workers. 

Of course deteriorations in physical or mental ability 
will have a bearing on performance, and in some jobs may place 
older workers at increased health risk. Occupations involving 
strenuous physical labour or requiring a high degree of physical 
coordination may become increasingly difficult or hazardous. But 
studies have shown that the healthy employee of 65 to 70 years is 
generally as productive and as competent as a younger employee 
unless the job requires considerable strength or speed. 

It cannot be denied that after age 65 there is an increase 
in the incidence of most illnesses, especially the chronic and 
disabling diseases. In the United States, over 80% of persons 65 
or more have at least one chronic disease, and disability is 
common. Of all people 65 and over, about 40% have health condi- 
tions that interfere - in a major or minor way - with everyday 
activities. For people in their early 60's, the percentage is much 
lower - it is estimated to be about 25%. Fourteen per cent of the 
elderly have emotional problems and about 10% have impairment of 
memory and judgement. However, most old people are not unhealthy; 
people in the age group 65 to 74 are relatively healthy and 
independent, and make no greater use of health services than the 
younger age groups. For that small proportion of people in their 
50's and 60's who suffer from multiple chronic diseases, a flexible 


retirement policy that permits early retirement would be helpful. 
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Life expectancy in Canada is steadily increasing. 
Between 1931 and 1976, life expectancy at birth rose from 60 to 
70, forimales;: and from62;to 77 for. females.) In 1971, life 
expectancy for people reaching 65 was 14 years for men and 18 
years for women. However, increased longevity does not neces- 
Sarily mean better health. It is the prospect of a drawn-out 
period of physical and psychological debility that worries most 
people when they think of their own old age. 

Widespread knowledge of the above statistics about the 
health of older people has helped create stereotypes about older 
workers in the minds of employers, which may lead to the erection 
of needless barriers against the employment of older workers. 

After 55, workers encounter great difficulty in finding new jobs, 
and after 65 they are not expected to be able to work at all. 

Yet continued employment, or offers of new jobs should not be a 
question of age alone, since age is no index of illness or inca- 
pacity. Each worker is entitled to be considered on the basis of 
his own individual health and capacity, and each job should be 
considered in the light of the demands it makes on a worker's 
physical condition. Military service, transportation, and heavy 
manufacturing, where great precision, quick reflexes, or heavy 
Manual labour is required, may exclude many older workers. But 
chronological age is not an infallible index by which to differ- Vv 
entiate suitable employees; it fails to deal with the widespread 
differences of physical, psychological or social characteristics. 
The rate of aging and the progression of disabling chronic 


diseases vary among individuals, depending on factors like 
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heredity, environment, and nutritional habits. Whether or not 
deteriorating health or diminishing capacity should lead auto- 
matically to retirement will depend of course on the availability 
of less demanding jobs. Many of the people in the Departmental 
survey who retired because of poor health or were lardnoft,: might 
have elected to continue working if more sedentary jobs or part- 
time employment had been offered them. People need to keep 
active, both physically and mentally, to stay healthy. They need 
jobs or activities that match their capacities. 
Health Services 

It was noted above that among those retiring because of 
poor health, there were those who might have deferred retirement 
had their health been improved by appropriate treatment or pre- 
ventive measures, and others whose life in retirement might have 
been greatly improved had their illnesses been eliminated or 
alleviated by better health services. 

Since Canada already has a program of virtually universal 
hospital and medical care treatment services for workers and 
retired persons “regardless ofvage, it@is ine@the Steldvoftpreventive 
and diagnostic services that improvements can still be made. A 
healthier work environment that emphasizes safety precautions and 
eliminates health hazards would reduce industrial accidents and 
illnesses. A counselling service that advocates a healthier life- 
style, including fitness, nutrition, and temperate use of alcohol, 
drugs and tobacco, might change people's behaviour and so help 
prevent many of the debilitating illnesses that force people to 


retire. A health service that includes regular examinations of 
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workers would lead to earlier diagnosis and treatment of illnesses 
before they become so severe as to necessitate retirement. These 
three thrusts are the ingredients of an occupational health 
service. 

Occupational health services may be provided by private 
employers or public agencies. Ideally, they would offer counsel- 
ling to workers regarding available health services, desirable 
lifestyles, health protection measures, job opportunities for 
workers with health problems, and access to family counselling 
services regarding family problems. (The last service is provided 
by the Family Service Association to 13,600 employees of four 
Toronto companies(1)), They would also offer periodic health 
examinations to ensure early diagnosis of industrial-related, 
chronic, or other illnesses that might affect a worker's pro- 
ductivity or future employability. The ideal service would be 
concerned with safety measures, accident prevention, the 
elimination of workplace hazards wherever possible, and the 
control of employee exposure to hazards. 

However, most provinces do not have legislation requiring 
employers to supply occupational health services, and most 
Canadian companies are too small to operate such a service for 
their employees. The lack of health counselling facilities in 
many Situations means that there is no opportunity to provide 
workers with individual assessments, and thus make individual 


decisions about employment beyond "normal" retirement age for 


(1) Peggy McCallum's article, "Counselling? You Can Get it at 
the Office" in Globe and Mail, November 16, 1978, Deel 
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those workers with better than average health. There might be 
greater incentive for workers to delay retirement if good 
occupational health counselling services, including life-style 
counselling, social counselling, and pre-retirement counselling, 
were available at the work place. 
Opportunities for Employment 

In general, workers suffering from poor health might be 
expected to seek earlier retirement under a flexible retirement 
policy, whereas a few of those enjoying good health might seek to 
delay their retirement. This suggests the need for a preventive 
health policy and a more imaginative employment policy as part of 
any flexible retirement program. 

Naturally, workers who are ill need care and treatment. 
Although treatment services are readily available in most parts 
of the country, the need for care may not be determined early 
enough. An occupational health service that regularly screened 
workers in order to detect illnesses at the earliest possible 
moment could reduce the number of workers having to retire 
because of poor. health. Similarly a preventive health service 
that impressed upon workers the need for a healthier lifestyle 
could influence them to improve their health by forestalling 
those chronic and disabling conditions that are determined by 
lifestyle. 

It must be recognized that age is a reasonable criterion 
for retirement from certain jobs in order to protect both the 
worker and the people affected by his actions. Vertigo and 


postural control, for example, would certainly be considerations 
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in employing a 65 year old steel worker. Standards for certain 
occupational exposures (e.g. asbestos and noise) are based on 
exposure over a normal working life. Continued employment beyond 
normal working age would increase the worker's exposure and 
increase his risk of developing an occupational illness. Sus- 
ceptibility to injury and disease increases with age, and 
recovery is slower and less complete. With age come certain 
sensory diminutions (sight, hearing, reflexes) which increase 
risks to health and safety in jobs involving manual skills. An 
Older worker forced to maintain performance levels May contribute 
to a higher frequency of accidents. 

In the light of these considerations, an imaginative 
employment policy would provide for individual assessment of 
workers approaching normal retirement age. Where a worker is 
found to have considerably better than average health, the 
compulsory retirement rule might be waived to allow him to 
continue working. Alternatively, provision might be made for 
other less demanding work after a person has passed the normal 
working age for his job. Part-time employment would be an 
attractive feature for many workers in their sixties, which might 
influence their retirement decisions. 

Expectations 

At the outset of this section, it was noted that a less 
obvious influence than current health on a worker's decision to 
retire is his expectation regarding his health in retirement. To 
put it bluntly, there is a fairly widespread belief that many 


people die shortly after retiring. The individual contemplating 
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retirement may think that if he retires earlier, he will die 
earlier, but if he postpones his retirement he will postpone 
illness and death. He may not associate these early deaths with 
age or lifestyle, but only with retirement status. He, therefore, 
has a strong incentive to postpone his retirement and to keep 
working as long as possible. Perhaps his work is his only form 
of physical and social activity. 

It iscertainlhy ‘true athatethe ‘incidence iofiaibiness@and 
death increases with age, but this is independent of retirement 
except insofar as retirement is a result of the illness. It may 
also be true that those illnesses related to lifestyle are 
postponed as long as one's employment forces one into an active 
lifestyle. Although they are still its major causes, premature 
mortalityaidue tosaccidents;, heart disease, suicide, and cirrhosis 
of the liver has levelled off or declined in recent years, probably 
as a result of the greater emphasis being placed on preventive 
measures. By stepping up our preventive efforts, we could expect 
to effect a further decline. For workers there are two main 
avenues a preventive strategy could take - protection from 
environmental risks, and the promotion of healthier lifestyles. 

A preventive health policy for older workers would 
have both an information component and a preparation component. 
Workers need better information about the correlation between 
illness and retirement. They need to know that there is no good 
evidence for the belief that retirement causes illness, and that 


there is evidence that health improves after retirement. (1) 


(1) Bayne, J.R. "Health and Care Needs of an Aging Population". 
A paper prepared for the National Symposium on Aging, 
Ottawa, Octoberezon—72/, 1973. 
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They need to understand the difference between those illnesses 
related to lifestyle, and those with higher incidence among older 
people which are independent of lifestyle. In neither case is 
the illness a direct function of retirement, but the former 
depends on what one does before and after retirement. 

The preparation component would consist of a pre- 
retirement preparation course for workers well before retirement 
to prepare them for this next stage in their careers. It would 
include a renewed emphasis on lifestyle promotion that focusses 
On illness prevention or management, on improved lifestyles, and 
on the ways of avoiding, or at least delaying, the major causes 
of death and disability after 65. 

As such a preventive health strategy Spreads among 
employers, we might anticipate a reduction in the percentage of 
WOLKersi/retairing: dues tod 1!health,= buts also. a reduction in the 


percentage of those delaying retirement for fear of ill health. 


III.D Anticipated Lifestyle 

If income, health and job opportunities were no longer 
constraints on a person's decision to retire, the one remaining 
limiting factor would be one's uncertainty about how to spend 
one's time in retirement. Daily activities in a normal life 
involve physical, intellectual, creative and social pursuits. 
These are derived from a mixture of work and recreation. A 
satisfying job may have elements of all four pursuits; a boring 
job may be one that is purely physical, with no intellectual or 
emotional stimulation. 

Some people look to their jobs and their co-workers to 
satisfy all four needs; the demands of their job determine the 
level of their fitness and their intellectual stimulation, and 
provide for their social contacts. Others have built their lives 
around a more balanced mixture of work and leisure time pursuits. 
The former group may well resist the idea of retirement, Since 
they fear they will be cut off from physical activities, social 
and intellectual contacts, and creative opportunities. The 
latter group on the contrary may welcome retirement as an 
opportunity to expand their leisure-time Pursuits OL all “types. 

Before retirement one's daily activities involve a 
combination of work and recreation. After retirement, the work 
element will be diminished, and other activities must expand to 
fill the void. At least paid work diminishes; there may still be 
part-time paid work, community volunteer work, and maintenance 


or repair of one's shelter and possessions. Recreation, both 
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before and after retirement, may involve sports or other fitness- 
type activities, hobbies and handicrafts requiring skill of 
hand or brain, intellectual or educational pursuits, and social 
contacts. This last may be simply conversation with family and 
friends, demonstrating that you care about someone who cares 
about you. 

Getting the maximum satisfaction from retirement means 
making the best use of one's newly-found free time. The following 
needs of older persons regarding leisure programs were identified 


by Iowa State University's Institute of Gerontology: 


nt The need to render some socially useful service. 

2% The need to be considered part of the community. 

aie The need to occupy leisure time in satisfying ways. 
4, The need to enjoy normal companionships. 

hs The need for recognition as an individual. 

On The need for opportunity for self-expression and 


achievement. 


1h5 The need for health protection and care. 

Se The need for suitable mental stimulation. 

a, The need for suitable living arrangements and family 
relationships. 

Oc The need for spiritual satisfaction. 


During the early years of one's retirement, financial 
constraints are the main factor inhibiting one's pursuit of 
leisure time activities. With rising rents and food prices, 
recreation spending is sacrificed’ first. In later years physical 
constraints may prevent one from doing the things one prefers. 


But every retired person needs the opportunity to pursue his or 
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her own lifestyle, and to choose the activities he or she 
prefers. For some this will mean contributing to the well-being 
of the’ community through volunteer programs; for others it will 
mean recreational activity or intellectual stimulation, or simply 
spending time with old friends or making new ones. 

A CRTC survey in 1974 showed reading, gardening and 
television watching as the most satisfying leisure-time activities 
of retired persons: 


Table vl RTD! 


Most Satisfying Leisure Activities(1) 


% 
Reading 36 
Gardening 24 
Watching television 23 
Walking 20 
Visiting with family or friends 20 
Sewing, knitting, crocheting 19 
Card-playing 5 
Sporting activities 13 
Committee involvement 10 

(1) The percentages represent those who listed each activity 


as one of their three most satisfying; they, therefore, 
total more than 100%. 


Source: Canadian Radio and Television Commission. "Reaching the 
Retired", A Survey of Media Habits, Preferences, and 
Needs of Senior Citizens in Metro Toronto, Information 
Canada, Ottawa, 1974. 
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Our own departmental survey (page 32 of the Summary 
Report) showed that the anticipated lifestyle of people before 
retirement was more optimistic than the actual lifestyle of 
retired people. The most frequent activities engaged in (by 
Over 80% of respondents) were roughly as expected: 


- Watching television or listening to radio. 
- Seeing friends or relatives. 


- Reading. 


1 
2 
3 
4. Chatting on the phone. 
53) Shopping 

6 


- Seeing someone for medical care. 

But the lifestyle of retired persons differed from that 
anticipated by those not yet retired in a number of interesting 
respects as the following table shows: 

Dao Cmeltlib. Dis2 


PARTICIPATION, ACTUAL OR EXPECTED, IN SELECTED ACTIVITIES 


Retired Respondents: Active Respondents: 


pees percentages who percentages who 

Activities participate expect to participate 
g % 

Go out for a drive ve 84 

Spend time on a hobby 60 77 

Go walking or dancing 60 78 

Go out for entertainment 43 ed 

Travel overnight 38 65 

Do volunteer work 26 59 

Visit a community centre a2 42 

Bowl, jog, swim, etc. ilies 42 

Work ,forapay: ora profat 5 43 


Source: Health and Welfare Canada, Retirement in Canada: Summary 
Report, Research Report No. 03, Ottawa, March 1977, page 32. 


- 68 - 

In looking ahead toward one's retirement, one may be 
uncertain about the lifestyle that awaits one. To achieve full 
flexibility in choosing the age at which to retire, one needs 
to have confidence in the anticipated retirement lifestyle. 
Appropriate counselling before retirement on use of leisure time 
and all the social, educational, creative and fitness opportuni- 
ties that are available may remove the fear and uncertainty that 
some people face. Although a pre-retirement preparation program 
that includes such counselling might influence workers to change 
their preferred age of retirement, the income restraint will 
probably be sufficient to prevent any great rush to retirement 
before 65. However, such a pre-retirement program might be a 
factor in encouraging workers to opt for gradual retirement 


between 60and) 65% 
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IV. RETIREMENT POLICIES ABROAD 
A. Summary of International Experience(1) 
Flexible Retirement Provisions 

There has been a recent trend to lower the retirement 
age in the state-provided pensions of many European countries. 
This trend is partially in response to the growing demand for 
earlier retirement, particularly by trade unions, but also 
reflects the desire to open up more jobs for the young and the 
unemployed. 

In Ireland the age of eligibility for contributory and 
non-contributory old-age pensions was progressively reduced from 
70°1n°1973' to 66 in’ 1977: In Spain’“earlier retirement provisions 
offer reduced pensions equal to 60% of the full pension at age 
60, 68% at age 61 and so on until the full pension is paid at age 
5:3 

Other countries either introduced or improved provisions 
for early retirement after long years of service or arduous work. 
In Belgium, a 1976 law enables a worker to retire at age 64 


(instead of 65) with a full pension, provided he had 45 years of 


(1) Summarized from the report "Developments and Trends in 
Social Security, 1974-1977", International Social Security 
Association, Geneva, Switzerland. XXX, No. 3, 1977, 

Dp. 232294, 
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employment. In addition, under another scheme, early retirement 
with a full old-age pension is possible at age 64 for a worker 
who has been employed in an arduous or unhealthy occupation 
during 5 of the 15 years preceding his 64th birthday or during 


any 12 years of his career. 


In France a retirement pemsion aS now payable at the 
full rate when a worker reaches the age of 60 (normally payable 
at age 65) if he has been insured for at least 42 years and if 
he has been in arduous work for at least.5 years of the 15 years 
preceding the request for a pension. Women workers are eligible 
for the same pension after 30 years of insured work if they have 
raised three or more children and have been engaged in manual 
labour during 5 of the 15 years preceding the pension claim. A 
further modification adopted in 1977 permits any women with 373 


years of insurance to receive a full pension at age 60. 


Provisions for the United States respecting flexible 
retirement are provided under the U.S. Social Security Act and 


the U.S. Age Discrimination in Employment Act. 


Under the Old Age Survivors and Disability Insurance 
provisions of thevU.S.) Sociar Security Act, <actuanialhyareduced 
retirement benefits may be received as early as age 62 rather 
than age 65, the normal pensionable age. Measures of flexibility 
beyond the age of 65 are provided througn the delayed retirement 
credit and the provisions for the recomputation of the retirement 
benefit for earnings received after a retirement benefit comes 


into pay. 
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The U.S. Age Discrimination in Employment Act of 
1967 prohibited discrimination in employment because of age, 
in hiring, job retention, compensation, and for other conditions 
of employment. This law protected persons aged 40-65 working 
for an employer with 20 or more employees - about 70% of the 
labour force. In 1974, the Act was amended to include federal, 
state and local public employees who had not been covered in 
tne original Act. 

The Act was again amended in 1977 to raise the age 
of protection from 65 to age 70. The effect of the amending 
legislation is to establish age 70 as the retirement age for 
most employment in the United States. The Act applies to most 
federal employees aged 40-70, to state and local public 
employees and to employees in the private sector. In the 
private sector, only the employees of employers with at least 
20 employees are covered by the Act. 

The Act was effective September 30, 1978, for federal 
employees, and January 1, 1979, for employees in the private 
sector. Extensions to January 1, 1980, will be permitted for 
certain employees. 

In Hungary each period of 5 years (4 years for women) 
spent in a dangerous or unhealthy occupation counts as an extra 
year of credit in fulfilling the age requirement for an old age 
pension. In the USSR the normal retirement age for women is 55, 
but a decree in 1975 lowered the pensionable age to 50 for women 


tractor drivers and operators of construction machinery. The 
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lower pensionable age for women has also been set for specific 


jobs in the textile industry. 


Sweden has an interesting and innovative example of 
flexible retirement adopted in 1975 through the Partial Pension 
Insurance Act. This law encourages a reduction in hours worked 
by paying a partial pension between the ages of 60 and 65. The 
partial pension replaces: up) to) 6549-) betore: eaxcoae of the loss 
of earnings resulting from the shift to part-time work. Normally, 
retirement earnings plus the partial pension amount to between 
85 and 90% of previous income. The partial pension scheme is 
financed by a special employer's contribution corresponding to 
0.25% of total remuneration. A recent questionnaire survey has 
indicated that up to, 20%, of: ald employed persons between 60 and 


65 may take advantage of the partial pension option. 


A number of countries have also taken steps to 
encourage workers to prolong their employment beyond the normal 
retirement age. This approach has the effect of reducing pension 
expenditures by withholding or cutting down benefit payments 
and of producing additional revenues) from the: conteriputrous of 


Older workers. 


Most countries which passed new legislation of this 
type substantially improved the additional pension credits 
earned by deferring retirement. In Denmark 5% of the basic old- 
age pension is earned, up to a maximum of 30%, for each half- 
year of deferment beyond the retirement age of 67. New pension 


legislation in Czechoslovakia and Hungary provides for increments 
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of 7% for each year worked beyond the retirement age (3% for 
salaried workers in Hungary). The maximum pension which can 

be earned through deferment in Hungary is equivalent to 95% 

of previous earnings. The regulations in Israel credit 

workers with 5% increases for each year of deferred retirement 
up to a maximum of 25%. Israel also exempts workers who prolong 
their employment beyond the retirement age from paying national 


insurance contributions. 


In Bulgaria and Poland changes introduced during the 
period 1974-77 permit recipients of full old-age pensions to 
continue in certain paid employment without any reduction in 
benefits. In Bulgaria pensioners, while drawing a full pension, 
may continue to work in agriculture, construction and other 


sectors of the economy specified by the law. 


Special Measures Under Unemployment Insurance Plans 
Benefiting Older Workers (1) 
In addition to flexible retirement provisions under 
public social insurance plans and legislated provisions on 
retirement, there has been a recent development using Unemployment 


Insurance to provide income prior to the normal age of retirement. 


A number of the plans in the period 1974-1977 have 
adopted "unemployment pensions" for older workers to provide a 
bridge between age 60 and 65 until the normal age of retirement 


is reached. These measures were designed to provide extended 


(1) 


Extracted from "Developments and Trends in Social Security 
1974-77" (General Secretariat of ISSA), International 
Social Security Review, International Social Security 
ASSOSvaeLon peaks, NO. o, 1977, pages 278, 309,,310, 
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benefits and to encourage older eligible workers to leave the 
labour force in favour of younger unemployed workers. Other 
countries on the contrary have tried to encourage the hiring of 
older workers by reducing or eliminating the liability of the 
employer to pay social security contributions on behalf of 


such workers. 


One of the bridging schemes, having potentially far- 
reaching effects on the labour market, was recently introduced 
in France. Through national collective agreements signed in 
Osh at worker can qualify for a "pre-pension”™ from the age 
of 60. Previously, only workers who had lost their employment 
were eligible for a pre-pension. The level of the benefit is 
10% Of thegross* Savery "or nearly 30teor = tile Net satary.= lhe 
program is administered by the unemployment insurance plan and 


financed from plan revenues and government subsidies. 


In Belgium a pre-pension became payable in 1976 to 
workers aged 62 (58 for women) who resign or are dismissed and 
is payable until retirement at age 65. The beneficiary cannot 
continue in ee employment nor receive any other unemployment 
benefit. Vacancies arising from the retirement of workers on 
pre-pensions can be filled only by unemployed workers under the 


ager ote on 


In Finland an unemployed person aged 60-64 is granted 
an "unemployment pension", provided that he has been unemployed 
for a minimum of 200 days in the previous 52 weeks. This 
unemployment benefit is equal in amount to the retirement pension 


and at age 65 converts into a retirement pension. Under 1976 
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legislation in the Netherlands, unemployed persons of 60 years 
of age and over who have exhausted their regular unemployment 
benefit entitlement can continue to receive benefits until the 
retirement age of 65. The United Kingdom law applies only to 
unemployed workers or workers wishing to cease employment only 
one year before normal retirement (age 64 for men, 59 for women). 
Under this "job release scheme", a tax-free benefit of £23 a 
week is payable until the recipient reaches retirement age and 


qualifies for his retirement pension. 


Certain national social security schemes have adopted 
measures to encourage the employment of older workers by 
exempting employers from making social security contributions 
on their behalf. In Japan exemptions are granted for certain 
categories of older workers under the unemployment insurance 
scheme and in Spain for the other social security schemes as 


well. 


More detailed information on retirement provisions in 
France, Sweden and the United States is given in the sections 


which follow. 


he France 
Early Retirement Pension 


France has no statutory retirement age, and has 
provided flexibility by permitting workers to retire and collect 
pensions at age 60 provided they have at least 15 years of 
insurance. Retirement is not required for a pension, but 


substantial increases result from postponement of the pension. 
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For example, the amount of retirement pension payable at age 
60 is increased by 5% for each quarter year elapsed since age 
60. Most workers wait until age 65 when the pension is considerably 


higher before drawing their pensions. 


A law of 30 December 1975 and effective July l, 1976 (1) 


allows certain categories of manual workers to retire at age 60 


and receive a pension equal to that usually paid at age 65. 


The persons so affected are manual workers who have 
performed particularly arduous work (assembly-line, furnace work, 
exposure to bad weather on building STres);tete.) Seourrs syears 
during the preceding 15 years of work and who have been insured 
for 42 years. The scheme also covers mothers who have brought 
up a family of three children provided they have been working 
in” manual Labour sfor- 5 years during the preceding 15 years and 
have been insured for 30 years. Persons claiming such a pension 
must resign from their employment to be eligible but they are 
free to accept other employment once the pension becomes payable. 


(2) 


Unemployment Pension 


A new agreement, signed on 13 June 1977 by allrthe 
major trade unions and employers' organizations, guarantees an 
income equal to 70% of the last gross wage, corresponding to 


about 803 of the last net wage, to workers in private industry 


oe ee a 


re ; , 

5s "Social Security in the Member States of the European 
Communities in 1976", International Social Security Review, 
International Social Security Association, XXXI, No. l, T9728; 
page 98. 

(2) 


Source: ILO:. Social-and.Labour Bulletin,.No. 3,;197/~ 

See also International Social Security Review, No. 3, 1973, 
pp. 318-320. International Social Security Review, ISSA, 
Geneva ee, 1978, pp aos 0. 
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and commerce aged 60 and over who wish to end their occupational 


activity at an age between 60 and 65. 


In 1972 the workers' and employers' organizations 
concluded an agreement providing for the payment of a supplementary 
benefit to workers aged 60 and over who are entitled to 
Statutory unemployment benefits if they are dismissed and find 
themselves unemployed; the supplementary benefit, the costs of 
which are borne by the unemployment insurance funds, guarantees 
the workers concerned an income equal to 70% of their former 
gross wage. From the age of 65 on, the retirement pension paid 
by the social security fund replaces the benefits provided under 
the agreement. This agreement was extended and made compulsory 
in all undertakings covered by the agreement setting up the 
unemployment insurance funds. The present agreement thus extends 


the scope of the earlier one. 


Ther monthly benefit is “at present fixed at 1,114.50 
francs minimum and 14,400 francs maximum. These benefits will 


be adjusted twice a year according to movements in wages. 


In order to benefit under the agreement a worker must 
fulfil the following conditions: 
- have resigned from his employment during the period of 
application of the agreement; 


- be aged at least 60 by the date on which his resignation 
takes effect; 


— prove that he-has belonged forsat least 10 years (and 1 


continuous year during the 5 years preceding his resignation) 


=) Se 


to one or more social security schemes covering wage- 
earning employment in economic activities ste Lingawithin 
the scope of the agreement setting up the unemployment 


insurance funds; 


have applied for benefits paid by the State to workers 


without employment; 


not be entitled to a retirement pension paid by the social 
security fund at full rate (cerrain workers are entitled 
to a full retirement pension at the age of 60, at the 

rate which would be paid if the worker had actually 


worked until the age of 65); 


not have opted, since the agreement took effect, for lump— 
sum settlement of the old-age pension entitlement from 
the social security fund (in any event it is not possible 
to fully accumulate the income guarantee and the old-age 


pensions from the social security fund). 


Payment of income guarantee benefits, like that of 


benefits paid to workers over 60 who become unemployed as a 


result of dismissal, ceases from the day when the beneficiary: 


reaches the age of 65 years and 3 months (the 3 months' 
extention beyond the sixty-fifth birthday takes account 
of the time necessary for the settlement of the pension 


entitlement by the social security scheme); 


opts for lump-sum settlement of the old-age pension 


entitlement from the social security fund; 


resumes a wage-earning or non-wage-earning occupational 
activity (payments are resumed as soon as the beneficiary 


ceases this new activity). 


The agreement, took ee.ect ony. July 1977 upon recetpc 


of ministerial approval and following the signature of an 


agreement between the State and the unemployment insurance scheme 
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specifying the participation of the State in financing the new 
scheme; (the state share will not be less than in the case of 
the unemployment benefits whose costs it would bear if the 
beneficiaries became unemployed). Its expiry date has been 
fixed at 31 March 1979, but the social partners are to meet 


before this date to decide whether it should be extended. 
It) is.estimated that, in the age» group 60 to: 64, about 


20% of the workers concerned will Sppry nt OLwearly Geclremenc 
benefit, that is about 100,000 workers out of a total of 


450,000 who are entitled to benefit from the agreement. 


Crs Sweden 


Graduated Retirement (1) 


The Swedish national pension plan offers various 
Opportunities for flexible retirement, including early retire- 
ment on a full but reduced pension, and graduated retirement 
whereby workers may reduce their hours of work and qualify. for 
a partial retirement pension. Disadvantages of the latter 
arrangement include a reduced pension for the rest of a 
pensioner's life, and the bluntness of the system in which 
pensions are not commensurate with a pensioner's previous 
working capacity. 


a a eee 


a Summary made of International Social Security Association 
document ISSA/IVS/X/Z entitled "Gradual transition from 
full-time work to retirement with income deriving in part 
from work and in part from a reduced pension". Reporter 
L.A. Astrém, Director-General, National Social Insurance 
Board (Sweden), 10th Meeting of the Committee on Old-Age, 
Invalidity and Survivors' Insurance, Madrid, 7 October 1977. 
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Early retirement is available for persons aged between 
60 and 70 who may retire on full pension, but this is reduced in 
annual amount to adjust for the greater number of years over 
which it must be paid. Reasons for such early retirement may 


include reduced working capacity and lack of available employment. 


The Swedish Graduated Retirement Scheme achieves a 
smooth transition from wages or salary to pension without too 
great a reduction in income level. Wage or salary earners aged 
between 60 and 65 may scale down their working hours in the 
final years before retirement and qualify for a partial tetire- 
ment pension which is paid in combination with remuneration for 
their part-time employment. The partial pension, before tax, 
makes up 65% of the earnings lost.as a result of the reduced 


working hours. 


EUiga bility 

To be eligible for graduated retirement pension a 
person must be an insured wage-earner aged between 60 and 65 
years Amuse nee been gainfully employed for not less than 5 
of the preceding 12 months, and must have been a wage-earner 
for not less than 10 years after age 45. In addition, the 
partial pension may only be paid in connection with part-time 


work, and work must be scaled down. 
Scaling Down of Working Hours 


Working hours must be reduced by an average of at 
least 5 hours a week. Since the normal working week in Sweden 


is 40 hours, 35 hours is the maximum work that can be combined 
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with a partial pension. The minimum limit is 17 hours per week. 
Except where employment conditions warrant, part-time employment 
must be performed at least every second month - a person cannot, 


therefore, work for 6 months and take 6 months off. 


Reduction of the minimum 5 hours per week may be with 
one employer, one of several, or more than one at the same time. 
Since the fundamental idea underlying the scheme involves a 
reduction of working hours, a partial pension would not normally 
be paid to a person who substitutes new employment for reduced 
hours in his usual occupation. A sideline or subsidiary 
Occupation would not be counted if a worker chose to scale down 


his hours at his regular occupation. 
Loss of Earnings and Size of Partial Pension 
ee ee ee OY Cae, PENS LO. 


ne Ppartial~pension amounts to 65% of lost earnings. 
This proportion was selected to achieve two objectives: to provide 
Sufficient compensation for lost earnings and at the same time 


not to impair the incentive to continue in full-time work. 


Because Sweden has a steeply progressive income tax 
system, the degree of compensation after tax must be considered. 
The following example shows that no major loss of income after 


tax is suffered even if work is reduced by as much as one half. 


If a person earns SKr 3,500 per month he will receive 
Kot2aosdattergtaxse aBy *réducing .hiseworking=hours 
by half and combining half-time employment with a 
partial pension, he will receive one half of his 
previous salary, or SKr 1,750 per month. The loss 


of income is compensated by the partial pension i.e. 
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65% of SKr, 15750) or SKrel,137. .fegetheriwithpcarnangs 
from part-time employment his income will add up to 
SKr 2,887 per month. After deduction of tax he will 
receive SKr 2,114 which is 86.2% of his income from 
previous full-time employment - the net income being 
reduced by only (£3.32. 
If conditions of employment change, the pensions must 
be reassessed up or down. The beneficiary must inform the 
insurance office of any change and must report by questionnaire 


each quarter verifying part-time employment during the preceding 


quarter and indicating employment in the following quarter. 
Financing 


The partial pension scheme is financed by a separate 
employer's social insurance pay-as-you-go contribution. 
Contributions are paid into a fund administered by the National 
Social Insurance Board. The annual contribution from the 


employers is 0.25% of total wages. 
Scope of the Partial Pensions Scheme 


In March 1977, 20,782 beneficiaries received partial 
pensions under the scheme or 10% of all gainfully employed wage- 
earners between age 60 and 65. The composition is about 70% males 
and 30% females. The age distribution of beneficiaries shows 
that there is an even distribution in the age groups 61 to 64. 

As to working hours, about 90% of the partial pensioners exchanged 
an average 40-hour week for an average 17-21 hours per week. 

Over 70% of partial pensioners were earning SKr 40,000 to 60,000 
before reducing their working hours; after the reduction nearly 


70% had an incomésor skr 20,000 to 30,000. 


Problem Areas 


The partial pension scheme encounters a number of 
problems: 


CE) Self-employed persons cannot benefit under the scheme 
because of the problems of ascertaining and controlling 
working hours before and after partial retirement and 


because of the wide range of types of self-employed. 


(2) Problems also exist in determining the level of income 
before and after the reduction of working hours because 
of changes in the rate of pay between full-time and 
part-time employment, and where the nature of the job 


changes after transition. 


(29 The regulations assume a certain fixed number of hours 
which a person works on the job. In some jobs there 
are no fixed working hours, and compensation is based 
on performance - e.g. workers on commission, home 


workers. These cases need to be specially appraised. 


Reasons for Accepting or Rejecting Partial Retirement 


In 1976 a research project on the effects of the scheme 
tried to assess the reasons why some persons wished to take 


partial retirement and others preferred to remain employed. 


The common reasons for partial employment are: 


tb to take life easier before retirement; 
rz) to devote more time to other interests; 
(3) pooreand  faibrng health; 
(4) tiring work environment. 


The most common reasons for persons not to be interested 
in partial retirement are happiness in their present work and a 
desire to continue in full-time work and fend for themselves 


economically for as long as possible. 


D. United States 

Provisions respecting flexible retirement are 
provided under the U.S. Social, Security Act and the Age Dis] 
crimination in Employment Act. The Social Security Act makes 
provisions for the operation of the Old Age Survivors and 
Disability Insurance program, and the Age Discrimination in 
Employment Act. contains provisions respecting mandatory retire- 
ment in federal government employment and in private sector 
employment. These two pieces of legislation are discussed in 
turn below: 

Flexible Retirement 

Under the Old Age, Survivors and Disability Insurance 
provisions of the Social Security Act, retirement benefits may 
be received as early as age 62 rather than age 65, the normal 
ceneronanse age. Flexibility beyond age 65 is provided through 
the delayed retirement credit and the provisions for the re- 
computation of the retirement benefit for earnings received 
after it comes into pay. 
(1) Retirement benefits at age 62 

Retirement benefits may be paid as early as age 62 - 
3 years prior to the normal pensionable age of 65. When this 
is done, the benefit is actuarially reduced. The formula for 
reduction is 5/9ths of 1% for each month of entitlement before 
age 65. The reduced retirement benefit then continues at this 
reduced rate even after age 65. The reduced retirement benefit 


may be recalculated to include additional entitlement derived 
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from covered earnings after the benefit has been put into pay. 
This benefit may also be increased by virtue of delayed retirement 


credits in respect of months in which the benefit was not paid. 


The reduction formula has been designed so that the 
beneficiary will get more in total benefits for the first 15 
years following receipt of the benefit. For periods greater 
tham i5Siyears total benefits will usually be less, than af the 
pensioner had waited until age 65 to get an unreduced retirement 


benefit. 
(2) Early payment of other benefits 


Not only are there provisions for early payment of 
retirement benefits, the program also makes provision for the 
early payment of the following benefits: 

— husband's and wife's insurance benefits 
- widow's and widower's insurance benefits 


- disability insurance benefits received after a reduced 


retirement, widow's, or widower's benefit. 
(3) Effectponsretixement «benefits,ef the retirement test 


The payment of any retirement pension regardless Of 
whether it is paid early or at the normal pensionable age is 


subject to the retirement test (also called the earnings test). 


If the retirement beneficiary works, his earnings 
in a month in excess of exempt amounts of earnings serve to 
reduce or even eliminate the benefit. The program sets out 


exempt amounts on both an annual and monthly basis but the 


test is applied on a monthly basis. For example, a 
beneficiary in a particular month may have earnings less than 
the monthly exempt amount. In this case, he will get the 
full amount of the retirement benefit to which he is entitled 
even though, on an annual basis, his earnings may exceed 
the annual exempt amount. Earnings greater than either the 
monthly exempt amount or annual exempt amount are used to 
reduce benefits. The amount used to reduce or eliminate the 
retirement benefit is called "excess earnings". "Excess 
earnings" are: one-half the total earnings in excess of the 
monthly or annual exempt amounts. By retirement benefit is 
meant both the benefit payable to the retirement beneficiary 
and that payable to the beneficiary's dependants. 

| An amendment to the Social Security Act passed in 
1977 provides for increases in the annual exempt amounts for 
beneficiaries age 65 and-older@=rising@fromas3) 000 sinALo77sto 
$6,000 in 1982. The annual exempt amounts for beneficiaries 
under age 65 have not been changed. These are: $3,000 in 
LOU i eis Bice $4,300 in 1982. The monthly exempt amount 
for the retirement test has been eliminated for years after 
the initial year of retirement. Under the same amending Act, 
the age under which the retirement test will no longer apply 


is to be lowered from age 72 to 70 effective from 1981. 
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(4) Delayed retirement credits 


A fully insured worker between age 65 and 72 who 
does not receive a retirement benefit for a month can have 
his benefit increased by virtue of the delayed retirement 
credit. The benefit will be increased by an amount equal to 
Peony Cal, Orly i2the OL leca month. Wien the 197/ Amendments 
to the Social Security Act, the delayed retirement credit was 
increased for persons reaching age 62 after 1972 to 33 a 
Vear 2.6, 4 Of 1% a month. The 1% annual rate continues to 


apply to persons who reached age 62 in 1979. 


— 
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Recalculation of Benefits 


A person's Primary Insurance Amount (PIA), which is 
used to calculate benefits, may be recalculated one or more 
times after the first calculation made when becoming entitled 
to a retirement or disability benefit. This is done to give 
credit for any substantial additional covered earnings that 


the worker may have after becoming entitled to benefit. 


A person in receipt of a retirement benefit may 
continue to work. If he does work, the payment of his retirement 
benefit will be subject to the retirement test and his benefit 
may be reduced or not paid at all for a month. In such a 
situation, the covered earnings will be taken into account and 
the PIA recalculated to determine whether it will yielda 


higher benefit. 
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Mandatory Retirement 

The U.S. Age Discrimination in Employment Act of 1967 
prohibited discrimination in employment because of age, in 
hiring, job retention, compensation, and for other conditions of 
employment. The law protected persons age 40-65 working for an 
employer with 20 or more employees - about 70% of the labour 
force. In 1974, the Act was amended to include federal, state 
and local public employees who had not been covered in the 
original Act. 

The Act was again amended in 1977 to raise the age 
of protection from 65 to ‘age 0. + Ihe teffecteoterne amending 
legislation is to establish a mandatory retirement age at 70 
for most employment in the United States. The Act applies to 
most federal employees aged 40-70, although the Civil Service 
Commission retains its power to establish maximum age require- 
ments when such age is a necessary occupational qualification 
to perform a job. Included in this group are law enforcement 
officers, firefighters, air traffic” controliers and employees 
of the Alaska Railroad and Panama Canal Company. The Act 
applies also reueaye and local public employees and to 
employees in the private sector. In this latter respect, only 
the employees of employers with 20 or more employees are 
covered by the Act. Hence, some private sector employees are 
not protected. 

The Act was effective September 30, 1978 for federal 


employees and January 1, 1979 for employees in the private 
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sector. Extensions to January 1, 1980 will be permitted for 
employees covered by certain collective agreements and to July l, 
1982 for tenured professors. Executives and high policy makers 
may be retired mandatorily between ages of 65 and 70 if entitled 
to a pension from an employer of at least $27,000 a year. 

In respect to pension plans, the U.S. Supreme Court 
had interpreted the Age Discrimination in Employment Act to 
permit mandatory retirement within the protected age group if 
it is accompanied by a bona fide pension or benefit plan. The 
latest amendment to the law clarifies and restates the original 
intent of Congress that no such forced retirement is permitted 


under the Act. 
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Wie CURRENT ARRANGEMENTS IN CANADA 

The previous sections have dealt with some of the 
factors that limit the freedom of choice that Canadians have in 
deciding either to delay or advance their retirement, and the 
kinds of measures that have been adopted in other countries to 
offset these limitations. In this section are set forth various 
ways that Canadian governments, employers and financdialsinst Leur 
tions have addressed the problems of income after retirement, and 
relevant health and other counselling services during employment 
to help workers prepare for their retirement. These measures 
reflect the retirement age policies that now prevail in Canada. 
A. Income Protection 

Trends in Retirement Age 

Age 65 is generally accepted as the age at which people 
retire from the Mesa Wee ae in Canada and begin drawing pension 
benefits. Old age benefits from the public pension plans, Old 
Age Security/Guaranteed Income Supplement and the Canada and 
Quebec Pension Plans, which at the present time represent the 
largest source of income flowing to all persons aged 65 and over, 
become payable at age 65 whether or not a person retires from the 
labour force. The Canada Pension Plan did initially have a 
retirement and earnings test for persons aged 65 to 70 but this 
was eliminated in 1975. Although eligibility for public pension 
plan old age benefits is not conditional on retirement, the 
provision of this source of pension income does give labour force 


members a viable option for retirement at age 65 which may, in 


ae OS we 
fact, influence their decision to retire, since there is a strong 
link between income availability and retirement. 

Human rights legislation at the federal level and in 
most of the provinces protect workers against age discrimination 
generally up to age 65, thus indicating that age 65 is considered 
the normal retirement age. 

Most private pension plans provide for normal retire- 
ment on full unreduced pension at age 65 and for a significant 
number of employees retirement at age 65 is mandatory. 

There has been a continuous trend towards earlier 
retirement ages over the past twenty-five years, and the trend 
towards withdrawal from the labour force prior to age 65 has 
accelerated during the "seventies. As Table V.A.1 indicates, 
there has been a steady decline in the participation rates of 
males aged 65+ over the past 25 years from 34.8 in 1953 to 15.5 
in 1977, while the participation of males aged 55-64 has shown a 
dramatic and continuous decrease in the past decade from 85.3 in 
1969 to 76.6 in 1977. No such trend can be discerned in female 
participation rates in the older age group, but this phenomenon 
reflects the increasing female participation in the labour force. 

The trend towards earlier retirement has been facilitated 
by improvements in the pension system, both public and private. 
The commencement of the Canada and Quebec Pension Plans in 1966, 
and the Guaranteed Income Supplement in 1967, as well as the 
gradual lowering of the age of eligibility for the Old Age 


Security pension between 1966 and 1970 from 70 to 65 meant that 
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Table. V.A.l 


Participation Rates for Age Groups 55-64 and 65+ 
by Sex, 1953-1977 


Year Males Females 

55-64 65+ 55> 64a 65+ 
1953 36.5 34.8 AeA | EPANS 
1954 85.4 Scie” 14.0 Sheet, 
Looo sil sige, al Seer hc Ks es 
1956 86.4 34.0 SiS 4.5 
jE He? | Sa ee 34.1 a ee De) 
Une ats) 87.0 SPAR AL 10S Be 
Po59 86.8 an U vA eg = 4 
1960 36 .a7. 306 21.8 5 26 
NN eye 86.8 PRS NES: 2 ae oe) 
Les oye 86.1 252.5 258 5.6 
aS HSS: Como 26.4 24.6 et 
1964 S652 26.9 22 6 643 
IBS NsHS 86.4 2003 FAS LPR 6.0 
1IG6x 36 0 26.2 28.4 ao 
19G7 05.6 24.7 20 ec Seis) 
1968 85.4 243 209-0 be # 
1969 Sis. PEST See Swipe 
19:70 84.2 2280 PAS eis ou 
ORL 35513 20.0 Spb eane Sip 
Ome 82.4 i356 23cm 4.3 
19 7/5 Bd ie datsramee Saat 4.4 
1974 S055 Lee 29.6 4.3 
Lo 79.4(80.1) eee Le) BUG. (2o5U) 4.4 (453) 
LONG Gee 7 L6%O 32%. 1 Ana 
O57 3/ 1626 154-5 32 ore 4.2 
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* 
Figures’ for® 1966 to 1977) arewbasedron'the Revised Labour 


Force Survey. Figures from the former Labour Force Survey 
for 1975 are presented in parenthesis for comparison 
purposes. 


SOURCE: Statistics Canada, Labour Force Survey. 
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by 1970 people had a viable option’to retire at age 65 with at 
least a minimum income guarantee. 

The trend towards retirement at ages earlier than 65, 
particularly noticeable during the ‘seventies, is attributable in 
part to pension eligibility changes in some private pension plans 
which have introduced flexibility in the pensionable age through 
formulae based on years of service and chronological age. The 
Public Service Superannuation Act, for example, provides pension 
eligibility as early as age 55 after 30 years' service. And most 
private pension plans provide for actuarially reduced pensions at 
ages below the normal retirement age. 

Many employers, including the federal public service, 
however, maintain age 65 as the mandatory retirement age and 
retirement at age 65 still appears to be the norm. Figure V.A.1 
illustrates the proportions of males and females who indicated in 
Our retirement Survey that they were retired. Of the men, about 
10% of those aged 59 were retired, as were almost 30% of those 
aged 63, 60% of those aged 65, and fully 90% of those aged 70. 
Figure V.A.1 also illustrates that women retire at an earlier age 
than do men. Of persons who had worked full-time since age 45, 
40% of women as compared to 10% of men aged 59 were retired, 
while 75% of women compared to 30% of men aged 63 were retired. 

Figure F.A.2 shows that 65 is the most common retire- 
ment age for men. Of all men who were retired in February, 1975, 


25% had retired at age 65. 
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The following sections will provide an overview of 
retirement income arrangements in Canada. These arrangements can 
be viewed as part of a three-tiered system. The federal Old Age 
Security/Guaranteed Income Supplement/Spouse's Allowance program 
makes up the first tier. The second tier consists of the basic 
public contributory pension schemes: the Canada and Quebec 
Pension Plans. These two tiers, together with provincial »suppae-— 
ments recently introduced by several provinces, are intended to 
ensure basic adequacy in income for the retired. The third tier, 
consisting of the private pensions and accumulated savings and 
assets of individuals, is concerned with ensuring whatever extra 


margin of comfort individuals might desire. 
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Retirement Income: The Public System 
(i) Historical Developments 

There has been considerable improvement in the public 
part of the retirement income system Since the Department of 
National Health and Welfare presented its brief to the Special 
Senate Committee on Aging in 1964. In terms of social policy, 
much of the focus of the 1960's was the war on poverty. Count- 
less studies were done examining the causes and effects of 
poverty in attempts to come up with proposals to alleviate it. 

It became evident at this time that among the poorest of the poor 
were the elderly, most of whom had little income other than the 
Old Age Security pension which amounted to $75 monthly in 1964, 
and was available at age 70. Old Age Assistance was available to 
needy persons aged 65 to 69 on an income-tested basis. 

As a solution to the problem of inadequate income 
resulting from retirement, disability, or the death of the 
breadwinner ina family, the Canada and Quebec Pension Plans were 
introduced in 1965 to extend the principle of social insurance to 
provide pensions for retirement, for disability, and for the 
Survivors of deceased contributors. In 1966 the eligible age for 
the Old Age Security pension was lowered from age 70 to age 69 
and thereafter one year, each year, until the pension became 
payable at age 65 in 1970. 

In 1967 the income-tested Guaranteed Income Supplement 
was added to the Old Age Security program for pensioners at the 


lower end of the income scale to increase the level of minimum 
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income support available to them. In 1975 the Spouse's Allowance 
was introduced to pay an income-tested benefit to spouses aged 60 
to 64 of Old Age Security pensioners to alleviate the income 
problems of those couples forced to live on a Single pension. 

The Old Age Security Act was amended, effective July l, 
1977, to pay partial or pro-rated pensions based on the number of 
years of residence in Canada up to a maximum of 40 years for a 
full pension. Simply stated, the OAS pension is determined at 
the rate of 1/40th for each year spent in Canada after the age of 
18. Persons who were 25 years or older, and legal residents of 
Canada on July 1, 1977, have the choice of using the old or the 
new rules. Under the new legislation, authority is also given 
for Canada to enter into social security agreements with other 
countries. 

Legislation was passed in December, 1978 to provide an 
increase of $20.00 per month for each household receiving GIS 
benefits| effective Vanuary,s 1979%6- This wili®@be tadded? toi the 
current? GIS! benefit , ‘the’ ‘toval®ofiwh ich? wad lobes Subj ecto to 
quarterly escalation. Where the GIS is being provided to a 
couple, the “bial increase will be $20.00 per month, the same as 
for a single recipient. This is intended to ensure a better 
distribution of benefits with a larger relative increase being 
provided to the single elderly, who are presently relatively 
worse off than married pensioners. 

When the Canada Pension Plan was introduced in 1965, 


provision was made for indexing both CPP benefits and Old Age 
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Security benefits, but subject to a two per cent annual ceiling. 
In 1972 changes were made to the indexing formula for OAS/GIS, 
eG teciaiyeciApridedyvol973;, Naiftaing! thestwolperocent ceilingywso that 
indexation would reflect the full increase in prices as measured 
by the Consumer Price Index of Canada. Bt fect vesOctobper ,41973%7 
indexing was changed so that Old Age Security and Guaranteed 
Income Supplement benefits were indexed on a quarterly rather 
than an annual basis; when the Spouse's Allowance was introduced 
in 1975 it too was indexed on a quarterly basis. 

Major revisions have been made to the Canada Pension 
Plan since it was introduced. The two per cent ceiling on 
indexation was lifted as of January 1974 to reflect the full 
impact of annual increases in the Consumer Price Index. The 
Year's Maximum Pensionable Earnings (YMPE) were increased in 1974 
and 1975 and provision was made, effective January L976y fornthe 
YMPE to be increased by 12.5% per year until it equals the 
adjusted 12-month average of wages and Sallarie's) ofaithesindustiial 
Composite for Canada. 

Effective January 1, 1975, the retirement and earnings 
tests for individuals from age 65 to 70 were eliminated; the same 
benefits were provided to male and female contribpters;o the 
Year's Basic Exemption (YBE) for the self-employed was set at the 
YBE for employed persons; and the rules for common-law relation- 


ships were eased for the purposes of the survivors' benefit. 
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Amendments to the Canada Pension Plan, which would 
recognize spouses working at home received Royal Assent in July 
1977. Two major amendments were intended to provide some measure 
of recognition and financial security for spouses who work in the 
home, while at the same time retaining the compulsory, con- 
tributory, earnings-related nature of the plan. 

The first of these amendments, which became effective 
January 1, 1978, permits the equal splitting between husband and 
wife of CPP pension credits earned during marriage, upon divorce 
Or annulment of their marriage. Total pension credits would be 
divided equally regardless of the amount of direct contributions 
made by husband or wife. 

The second amendment is still awaiting approval by 
Ontario and British Columbia before it can be promulgated. This 
amendment would protect contributors who leave the labour force 
to raise young children against the deterioration of the amount 
of their eventual CPP pension resulting from periods of low or 
zero earnings incurred during child-rearing. Contributors would 
be able to drop out the periods when they were raising children 
under seven years of age when calculating their life time average 
earnings for benefit purposes. The provision would protect both 
the eligibility and the amount of CPP benefits earned by a 
contributor prior to and after the child-rearing periods. 

The federal government is still committed to this 
amendment and hopes to obtain the necessary provincial authority 


for its promulgation. 
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(ii) Old Age Security/Guaranteed Income Supplement/Spouse's 
Allowance 


The first tier of the retirement income system is the 
Old Age Security/Guaranteed Income Supplement/Spouse's Allowance 
program. This program is designed to provide a minimum level of 
income to those aged 65 and over and certain dependent spouses 
aged 60-64. 

The Old Age Security pension is universally payable to 
persons at 65 years of age, providing they have met certain 
residence requirements. Persons who were 25 years or older and 
legal residents of Canada on July 1, 1977, have the choice of 
using the new residence rules described above or the rules as 
outlined in previous legislation. A minimum of ten years' 
residence in Canada is required for the payment of any part of 
an OAS pension to a Canadian resident; a minimum of 20 years' 
residence is required for the payment of an OAS pension abroad. 

The Old Age Security pension is escalated quarterly 
for the full increase in the Consumer Price Index. Effective 
October 1978, OAS amounted to $164.74 monthly. 

The Guaranteed Income Supplement program is payable to 
OAS pensioners who have little or no income other than the OAS 
pension.) At the present time (December, 1978) the maximum GIS 
benefit is $115.55 per month for a single pensioner and $102.61 
for each spouse of a pensioner couple. The GIS is income-tested, 
with entitlement based normally on the income in the preceding 


year, computed in accordance with the Income Tax Act. The GIS 
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is reduced by $1 for each $2 of income over and above the OAS 
pension. A Single pensioner is thus guaranteed by OAS/GIS a 
minimum monthly income of $280.29 or $3,363.48 annually, and a 
pensioner couple is guaranteed a minimum monthly income of 
$534.70 or $6,416.40 annually at, October, 197-8 rates. 

A second supplement program known as the Spouse's 
Allowance was introduced in 1975 to help those couples, only one 
of whom was a pensioner, who were forced to live on a single OAS 
pension. SPA benefits are payable to pensioners" spouses aged 60 
to 64. Like the GIS, the Spouse's Allowance is income-tested. 
The maximum Spouse's Allowance payable is equivalent to OAS plus 
GIS at the married rate and amounted to $267.35 at October, 1978 
rates. 

Table V.A.2 outlines expenditures on the OAS/GIS/SPA 
program, benefit rates, and numbers of recipients from 1964 to 
the present. 

Federal OAS/GIS/SPA benefits are further supplemented 
by additional benefits in some of the provinces. Six provinces - 
Alberta, British Columbia, Nova Scotia, Saskatchewan, Ontario, 
Manitoba - have introduced guaranteed annual income plans to 
assist low-income pensioners. These provincial programs are 
income-tested and provide the difference between Old Age Security 
benefits, CPP, and other taxable income and a guaranteed income 
level as determined by each of the provinces. The income 
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TablemeV Aas 


Monthly Income Guarantee 
(As of October, 1978) 
Eligibility 


vince Pe 
Pro Condition 


Single Person Married Couple 


$ 


Alberta 325,50 629.10 Residents 65+ in 
receipt of OAS/GIS 


$ 
residents 60+ who 
British Columbia BL 9 Ly. 634 .36 qualify under needs 


tests 


Nova Scotia Maximum OAS/GIS Maximum OAS/GIS OAS pensioners 
‘St OU. per. mon ta +$25.00 per month 


Manitoba residents in receipt 
of .OAS/GIS 

Ontario residents 65+ in 
receipt of GIS 


Saskatchewan 305.29 579 ELO residents 65+ 


Cie ) Canada OUebecsPencion Plan 

The Canada Pension Plan (CPP) and its counterpart the 
Quebec Pension Plan (QPP) began in 1966, and will in the future 
play an increasingly important part in the country's public 
pension system. The plans are contributory, and earnings- 
related, ee tiara members of the labour force, and provide 
retirement benefits, disability benefits, and death and 
Survivors’ benefits’. In 1979 contributions are: collected; on 
earnings that ranged between $1,100 and $11,700. At present the 
CPP/OPP contribution rate is 3.6% and is borne half by employees 
and half by employers. Thus in 1979 the maximum employee 
contribution is $190.80. Self-employed persons, being in effect 
both employer and employee, contribute at the combined rate of 


3.6 per cent on the same range of annual earnings. 
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The contributory limits under the Canada Pension Plan 
are automatically adjusted each year. In 1966 and 1967 the 
limits were $600 and $5,000. The upper limit was increased to 
$5,100 in 1968 and to $5,600 in 1973, and an amendment to the 
Plan raised the ceiling to $6,600 in 1974 and to $7,400 in 1975. 
Legislation which came into force in 1975 provides for the 
earnings ceiling to increase by 123 per cent per year until it 
reaches the average level of the Industrial Composite Wage Index. 
Accordingly, the upper limit was increased to 587000 Hned®tby tO 
$9,300din 19777 and to $107400 ani1978. 

The full CPP/QPP retirement pension is 25 per cent of 
a contributor's average monthly pensionable earnings. In the 
calculation of a contributor's pension, earnings for each year 
are adjusted so that they bear the same relationship to the 
maximum pensionable earnings in force at the time the pension 
begins that they bore to the upper limit prevailing in the year 
in which they were actually received. In this way past earnings 
are revalued to their current equivalent before the contributor's 
total adjusted pensionable earnings under the program are averaged 
over the entire period from the start of the program ins 19 6657 OF 
from age 18, whichever is later, to the date on which the pension 
is first payable. In no cases are these earnings averaged over 
less than 120 months unless a disability pension has been paid to 
the contributor in the interim. Consequently, during the first 
ten years of the program, only partial retirement pensions were 


payable. Full retirement pensions first became payable in 1976. 


= 7406" — 

Certain periods of low earnings or no earnings at all 
can be disregarded in determining the average earnings on which 
retirement pensions are to be based. Pensionable earnings 
received between the ages of 65 and 70 may be substituted for 
low or nil earnings in earlier periods of the same duration. In 
addition, 15 per cent of the contributory period then remaining 
(and the earnings corresponding to that period) are disregarded 
provided that the reduced contributory period is not less than 
120 months. These drop-out provisions make it possible for a 
person to receive a higher pension than he or she would other- 
wise receive. 

A CPP retirement pension is payable at any time after a 
contributor reaches age 65. A person who continues working after 
age 65 may choose to continue contributing to the CPP until age 
7 On “However, after age 70 or once a retirement pension is in 
pay, no further contributions may be made. 

Once they Start to be paid, Canada Pension Plan monthly 
benefits are subject to annual adjustment in accordance with 
increases in the Consumer Price Index. Benefits are payable no 
matter where the beneficiary lives, whether in Canada or abroad. 

Table V.A.4 gives program data on the Canada/Quebec 


Pension Plans. 
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The Canada and Quebec Pension Plans also cover dis- 
ability, so that a worker who becomes disabled can withdraw from 
the labour force and draw a disability pension. The maximum 
monthly CPP disability pension in 1978 is $194.02. If this is 
the only source of income that a disabled contributor has, it is 
insufficient for a family-to live on. It should be» noted: that 
the Quebec Pension Plan has higher disability benefits. The 
maximum disability benefit under the Quebec Pension Plan is 
$2695A 2¢duringee o7.Ge 

Of-a total of 70 thousand disabilityypensions any pay in 
June 1978, 34 thousand, or nearly 50 per cent were received by 
beneficiaries in the 60-64 age group and another 17 thousand or 
nearly 25 per cent were received by beneficiaries in the 55-59 
age category. The average monthly disability pension received by 
those in the age groups ‘55° toe 59@and) 60sito. G4, wasesd 541).:23 in 
JUNG, 697 Se 

(iv) Adequacy of Retirement Income 

One way of measuring the adequacy of the basic federal 
retirement income programs is to examine the extent to which pre- 
retirement income is replaced. Such a measure is usually 


referred to as the replacement rate. (1) 


(1) This section on replacement rates is based on a recent paper 
prepared by Brian J. Powell and James K. Martin, Department 
of National Health and Welfare, for the National Symposium 
on Aging, Ottawa, October 25-27, 1978, entitled "Economic 
Implications of an Aging Society in Canada". 
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Consider a person who was earning at the level of the 
average industrial wage in 1976 and retires in 1977. Such a 
person's gross earnings would have amounted to $11,858 in 1976. 
If the person were married, and the sole wage earner, the couple 
would have paid about $1,994 in federal and provincial income 
taxes, CPP/QPP contributions, and Unemployment Insurance 
premiums, leaving the couple with a net income of $9,864 at their 
disposal. (This figure would vary somewhat with the province of 
residence. ) 

If the earner retired at the beginning of 1977 and was 
entitled to the maximum CPP pension of $2,083, and if both 
Spouses were aged 65 or over, they would be entitled to $4,638 
from OAS and GIS, provided they had no income from private 
sources. The couple would pay no taxes on their retirement 
income, so that their disposable income in retirement would 
amount, tozS6,721. 

In other words, the couple would have a disposable 
income in retirement equal to about 70% of disposable income 
immediately before retirement. The replacement rate would be 
different if the wage earner were Single or the spouse younger 
than 65. Table V.A.5 illustrates these examples allowing for 
differences in marital status and in the age of the spouse. 

A person earning above the level of average industrial 
wages and salaries before retirement would have a lower replace- 
ment rate if he/she were totally reliant on the public retirement 


income programs. However, the basic policy objective of the 


——a Oe 
public programs is to ensure "basic adequacy", so that if higher 
income persons wish to maintain their pre-retirement standard of 
living they have to rely on private income sources. 

The public retirement income programs have been greatly 
improved in the past fifteen, years. In fact, the focus of 
federal income security policy has been directed towards programs 
for the elderly. However, this is not to say that the public 
programs have solved the retirement income problems ofyalila the 
elderly. As noted above, (1) approximately forty per cent of pensioners 
- the majority of whom are unattached women - have incomes below 
the Statistics Canada Low Income Cut-offs. The legislation to 
increase GIS benefits in January 1979, however, will improve 


thelr Situation. 


(1) See page 34. 
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Retirement Income: The Private System 
(i) Major Shortcomings of the Private Pension Plan System 


Employer-sponsored pension plans and private savings 
form the third tier of the retirement income system. Employer- 
sponsored pension plans, however, provide only about twelve per 
cent of the total retirement income received by all pensioners, 
thus indicating the limited role they play in the retirement 
income system at the present time. This limited role is a 
reflection of a number of shortcomings of the private pension 
plan system. 

First, the coverage of employer-sponsored pension plans 
is far from complete. While virtually all full-time public sector 
employees are members of employer plans, only about one-half of 
full-time paid workers between the ages of 25 and 64 working in 
the private sector are plan members. Most of the uncovered plan 
members work for small or medium-sized firms. 

Second, because most pension plans are not portable 
from employer to employer, and because in most plans vesting does 
not occur until age 45 after ten years of service, a mobile 
worker who has belonged to several pension plans throughout his 
working life may end up with a very small pension or none at all. 

The third major shortcoming of the private pension 
System is that only a few plans provide pensions whose real value 
is more or less maintained and even fewer provide pensions which 


are fully and contractually indexed to price level increases. 
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It is understandable that most employers prefer to adjust pensions- 
in-pay in an ad hoc manner since such a procedure involves, for 
them, a good deal less risk than does a fully and contractually 
indexed plan. Nevertheless, when the real value of pensions-in- 
pay is not maintained command over resources is shifted from 
pensioners, who have little means to protect themselves, to 
others in the economy. 
(ii) Coverage 
Membership in employer-sponsored pension plans, 
although far from complete, has been increasing over the past 
couple of decades. At the beginning of 1976 some 3.9 million 
people, representing 39 per cent of the labour force or 46 per 
cent of all paid workers, were members of employer-sponsored 
pension plans compared to 28 per cent of the labour force in 
1960. Historically the rate of growth of membership in private 
pension plans has been about 4-5% annually, and this increased to 
seven per cent annually between 1974 and 1976. Table V.A.6 
indicates that the proportion of total membership accounted for 
by the public sector has risen from between 25% and 30% in 1947 
moma Jemlieloy O.eerinas Change reLlects two factors. “First, 
pension coverage in the public sector has improved. Second, 
employment in the public sector has increased relative to the 


private sector. 
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Table V.A.6 
Estimated Membership in Employer- 


Sponsored Pension Plans, 1947 and 1976 


Private Sector Public Sector 
(O00'S)* “t20f Total 7000 sme ta ote ocal Total 


1947 550-660 70-75 2.002502 leo5s—30 750-910 
1976 2olAg 55 1,755 45 3,902 
Compound 

Annual A Zt O Pe OO bE? EO 
Growth Rate 4.83 - 4G - 5.9% 


(1) Includes Armed Forces of about 100,000. 


Pension plan coverage within the private sector 
varies Significantly by industry. Statistics Canada figures 
indicate that coverage ratios are much below average in the 
Wnoleeate and retail trades, in community, business and personal 
services and in agriculture, as can be seen in Table V.A.7. Almost 
half the paid workers in the private sector are employed in these 
areas. Pension plan coverage, however, appears to be only half 
as high in them as it is elsewhere in the private sector. 

Within the private sector, coverage is related to the 
size of the firm. A large majority of large firms have pension 
plans, whereas many smaller firms do not. Although there are 
over 15,000 employer-sponsored plans in the private sector 
covering over 2 million people, 2/3 of these people are covered 


by the largest 324 private sector pension plans. 
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Proportion, Of Paid Workers 


in Labour Force Covered by Pension Plans, 
by Industry, 


Industry 


Agriculture 

Mines, quarries, oil wells 
Manufacturing 
Construction 


Transportation and 
Communication 


Trade 


Finance, insurance and 
real estate 


Community, business and 
personal service 


Public administration 


SOURCE sso tatastics. Canada. 
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Those with low earnings from employment are a good deal 
less likely to be members of employer-sponsored pension plans. 
Data covering members of all pension plans are not available but 
income tax records in respect of members of contributory plans, 
which in 1974 contained nearly 80 per cent of all plan members, 
show that plan participants were significantly concentrated in 


the higher income groups. Table V.A.8 indicates the proportion 


covered. 
Table V.A.8 
Proportion of Tax Filers with Employment 
Income Reporting Registered Pension Plan 
Contrlbutaonss ine 9/5 
Assessable Income Proportion Reporting Registered 
(Selected Ranges) Pension Plan Contributions 
S . 3 
3,000 - 4,000 5. 
O00 oa OUU Zio 
10 006 pe 1s1-7 00:0 43.7 
20, 000 = 25,000 nf OF 


Thus pension plan coverage varies by sector, by 
industry, by firm size, and by participants' earnings. Within 
the private sector, it seems clear that the lack of pension plan 
coverage is most closely related to size of firm. The great bulk 
of those not now in a pension plan work for employers hiring less 


than 50 employees. 
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Most future increases in coverage of the present 
employer-sponsored pension system will likely be associated with 
Changes imrthe industrial structure) [Tf the sector ‘that ‘is 
characterized by virtually complete pension plan coverage - the 
Public sector S"expandsierts’ range of activity, iitilis likely ‘that 
the overall coverage of pension plans will increase: conversely, 
Tt this Sector decreases Its rangewof ‘activity ot sis mlirkely sthat 
overall pension plan coverage will decline. Similarly, if the 
share of total employment accounted for by larger firms increases, 
so too will plan coverage, given the greater probability of large 
firms offering plans. In addition, coverage may increase as a 
result of the introduction and expansion of union-initiated 
multi-employer plans. 

Coverage in the public sector is now virtually complete, 
while in the private sector about half of the full-time paid 
workers between age 25 and 64 are not in plans. Barring major 
structural shifts, it is unlikely these proportions will change 
Significantly in the foreseeable future. 

Although membership in employer-sponsored pension plans 
has been increasing over the past three decades, there are still 
large gaps in coverage in the private sector. Moreover, not all 
present members of private pension plans will receive a full 
pension on retirement, because of high labour mobility rates and 
lack of portability as well as incomplete vesting standards in 


pension plans. The current set of vesting provisions in employer 
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plans means that those workers who belong to several employer- 
sponsored pension plans throughout their working lives can end up 
with very small pensions or none at all. This difference in 
treatment of the "stable" worker and his mobile counterpart is 
exacerbated by inflation since the deferred pensions of 
terminated employees are almost never adjusted for inflation 
between termination and retirement. 

Some 90 per cent of plans covering 80 per cent of plan 
members required at least 10 years of service for full vesting in 
1976. If there is a ten-year vesting requirement a member of a 
non-contributory plan who leaves after only eight years' service 
will receive nothing; in the case of a contributory plan he will 
receive only a return of his own contributions (plus some inter- 
est). An employee who leaves after eleven years' service will 
receive, at retirement age, a pension whose size will depend on 
what annuity the accumulation will then buy. This happens auto- 
matically in a non-contributory plan; ina contributory plan, a 
terminating employee who, having achieved vested status, withdrew 
his own contributions, would lose the right to the employer's 
contribution. This is referred to as conditional vesting; 
virtually all employer-sponsored plans use this form of vesting. 

Even if each full-time worker in the public and private 
Sectors was always a member of a pension plan - i.e. if coverage 
were complete - the existence of plans with less than full and 
immediate vesting standards would mean that Many workers would 
later retire with far fewer years of pensionable service to their 


credit than the number of years they had worked. 
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(11) Age of Retirement 

The normal age of retirement - the earliest age at 
which members may retire and begin receiving full accrued pension 
payments without reduction - has generally been accepted as age 
65-under most -préavates pensions phans.vsInr19767080) per centlof-all 
plans, covering 72 per cent of total membership, provided for 
normal retirement at age 65. 

In many plans the normal age of retirement coincides 
with the age of mandatory retirement established by the employer. 
Data limitations, however, preclude one from ascertaining how 
extensive this is. Some plans may exist without the employer 
requiring employees to retire at any specific age, but this 
appears to be rare. A plan may have a normal retirement age that 
differs from the age of mandatory retirement. In the PSSA L)S 
for example, age 60 is the "normal age of retirement" but 65 is 
the specified age for mandatory retirement. 

Almost all plans (97% covering 95% of all members in 
1976) provide in some way for members to retire before the normal 
retirement age and receive an immediate but reduced pension. 

Some of the plans reduce the deferred benefit using actuarial 
calculations. Others employ arbitrary early retirement discount 
factors. Usually such early retirement provisions apply only to 


those having fulfilled some age and/or service requirements. 


(1) Public Service Superannuation Act. 
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More often than not, early retirement on these reduced 
pensions requires the consent of the employer, although early 
retirement at the employee's option is not unusual. In some 
cases early retirement under these provisions is used to enable 
the employer to impose earlier mandatory retirement. 

Special retirement provisions have been introduced into 
some plans in recent years, that allow members to retire at 
earlier than the "normal retirement age" with unreduced pensions, 
provided that they meet certain age and/or length of service 
requirements. Although relatively few in number (less than 4 per 
cent have this option), they covered nearly 40 per cent of all 
plan members in 1976. Plans with this option were mostly con- 
centrated in the public sector. 

aes) Amount of Benefits 

Pension peneeits actually paid by private pension plans 
remain low, particularly for women as Table V.A.9 indicates. 

The data in this table are subject to certain limita- 
tions; they do not distinguish between retirement pensions and 
other supplementary benefits such as disability, widows" or 
Orphans' pensions. Also they do not include data on those people 
whose income is so low that they do not file an income tax 
return. However, they do give an indication of the inadequacy of 


private pension plan benefits. 
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table Vira 9 
Pensioners by Annual Income and Sex, 
Showing Average Pension Received 


from Private Plans, 
PSI5 


\nnual Income 


Average Average Average 


leer Pension phases Pension Nee Pension 
$ 

ider $1,000 ere oh Ps 4,046 1g 5428 329 
m000=$ .1,999 Sea bsy 2 I2pe2Zo 21 SOU 555 
ee DO00-- 2,999 29,488 28,957 58,445 845 
ByO00-- 37,999 43,405 36,064 79,469 oes 
4,000- 4,999 Mateo Te 33,2 D0 1S see 1 238 
eeou0—- 5,999 45 Dou 27 4156 124/23 2,608 
mpou0—- 7,999 64,628 38,624 10S. coe 2,000 
Peoo0— 9,999 49,541 26,038 157,549 2 oe 
f[0,000- 24,999 128,465 42,298 170;,/65 opr ke) 
25,000 and over 18,828 2,946 215 774 67290 

TOTAL 239,720 27095 252), O16 BEERS oye) 690,543 2 OY 


SOURCE: Statistics Canada. Private Pension Plans in Canada, 1976 
(derived from special tabulations from Revenue Canada, 
TaxatLon)’. 
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(iv) Retirement Savings Plans 

Registered Retirement Savings Plans (RRSP's) provide 
another vehicle for retirement Savings. Investment in these 
plans is encouraged through tax incentives. Participants in 
RRSP's can deduct their contribution from taxable income within 
certain limits, currently the lesser of 20 per cent of earned 
income or $5,500. For members of a registered pension plan 
the combined dollar limit is $3,500 (pension plan and RRSP). 
Earnings on RRSP funds are free of tax, although the dividend 
credit. and the special treatment of capital gains are foregone. 

In 1975 some 650,000 taxpayers who were not covered by 
private pension plans made an average contribution of $1,688 to 
an RRSP. These persons represented about 6.5 per cent of the 
labour force and were largely persons in the upper income 
brackets, as Table V.A.10 indicates. Of all taxpayers who 
reported RRSP contributions in 1975, nearly 83 per cent had 
incomes of $10,000 or higher. 

The total assets of all Registered Retirement Savings 
Plans~at- the-end-0f 1976 -weremin~-the-ordéerHof--5-/7-35—birieion, 
equivalent to perhaps 2 to 3 per cent of the net financial assets 
of persons and unincorporated businesses, having more than 


doubled in three years. 
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TablerV eau 


Contributors to RRSP's and Average Annual Contributions 
By Contributor's Annual Income, 1975 


Contrabutorss-to (1)/Fotal Contr butors 
Income RRSP's onl DualeContrrbucors LOLRnoles 
Average Average Average 
Pus ontribution Contributio Contribution 


nder $2,000 3,434 TS ce 3%, 2.00/ in 
mU00-$ 23,999 Bgl Te Yd 280 3,384 324 
Pr OU0— 637999 67573 308 925 6,886 394 
4,000- 4,999 Mispe tes ib 698 44] 1 pA 0Ed9 471 
Beo00—-— 5 7999 132480 Lod.3 355 15,453 547 
00266 5,9.9.9 Pier AED) 3,484 464 25,594 614 
aU OO0—-aG/ 7 999 27,546 7, 054, 603 34,603 669 
BU 0— £13)19.99 29,448 rel ae ea L158 42,159 746 
Bm O00- «9,999 20a siOu), 1371.02 761 42,499 835 
mo,000-— 14,999 165551 130,129 846 29556356 919 
moou0— 19,999 i? \6716 15 LW hoo 13029 244,414] 1,293 
20,000- 24,999 72,410 10362 Lib 6 Bor Oot aed 7 LL 
25,000 and over | 143,068 698 oL dpe AS poe sean; 600 


TOTAL 649,876 1,688 428,279 O94 1,,02%98% 155, 1,414 


(1) 


Contributors to private pension plans who also contributed to a 
Registered Retirement Savings Plan. 


SOURCE: . Statistics Canada. Pension Plans in Canada, 1976 
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B. Occupational Health Services 

Like many workers, older workers often have access 
to occupational health services in their place of employment. 
Services of particular relevance to older workers, such as pre- 
retirement counselling, are often provided through occupational 
health programs. However, no definitive national statistics 
exist on the extent of health services available to older 
workers. Indeed, our statistical information on occupational 
health services in general is spotty at best. This section 
will briefly examine the current status of occupational 
health programs in Canadian workplaces and recent legislative 
developments affecting occupational health. 

Workplace Programs and Activities* 

Workplace programs and activities are those actions 
taken at® or tehrough pus workplace to maintain or enhance the 
health of persons at work. Only some of these actions can be 
recognized \asiipregram Leatures*or services per=se, others@are 
incidental or contributory in some less obvious way. 

Collectively these form the "occupational health 
program" for any workplace. The range or scope of such programs 
is vast depending upon the type of business or industry, size 
of workforce, commitment of management, and prevailing economic 
conditions. 

Program Features 

The features of an occupational health program can 

include any or ali of the £ollowing: 


1 This section is extracted from: Occupational Health 


In Canada - Current Status. Health and Welfare Canada. 
June 1977. 
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- environmental engineering and control 


- safety and industrial hygiene surveillance 

- health and safety committee 

~eamedical » hospital and/or W.C.B. insurance 

. . first-aid and disaster programs 

- health promotion endeavours (e.g. fitness, alcohol) 
employee health services for: preplacement, periodic and 
return-to-work examinations, management of illness and 
injury arising in the course of work and non-occupational 
Lliness, on .ngjuny affecting work.,..health counselling, 
and other preventive programs. 

No provincial or national surveys have been conducted 
to determine the distribution pattern of occupational health 
programs, manpower involved, range of services provided, and 
annual expenditures. 

Program Examples 

As a general rule, the smaller the workplace the 
fewer the occupational health program features. Similarly, 
there are fewer government and W.C.B. requirements for first- 
aid equipment, safety programs, work environment and worker 
surveillance procedures, and compensation coverage for small 
enterprises (1 to 25 workers). Agricultural operations and 
dispersed undertakings (e.g. surveyors, small logging 
Operations, branch offices) may have little in the way of 
identifiable features of occupational health programs. 

Medium-size enterprises (25 to 500 workers) are 


more likely to operate visible safety training and education 
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programs than are small enterprises. Part-time or full-time 
safety officers, and on occasion safety professionals, assume 
this responsibility. Compensation coverage is generally 
required. 

Comprehensive programs (safety, industrial hygiene, 
employee health service) are provided mainly by large employers 
(over 500 workers), such as: utilities (Bell Canada, Ontario 
Hydro), petroleum industries (Imperial Oil of Canada), chemical 
processors (Dow Chemical) and users (Kodak of Canada), 
electronics (Xerox and General Electric) and motor vehicle 
manufacturers (General Motors of Canada and Ford of Canada), 
major air and rail transport companies (Canadian National/Air 
Canada and Canadian Pacific), large steel processors (Dominion 
Foundries and: Steel Coe) Simrtitary services; major mining 
companies (INCO and ean Aluminum), and some central offices 
of insurance companies (Metropolitan Life and Manufacturers 
Life) and government (Federal, Provinces of Ontario, British 
Columbia and Alberta, City of Vancouver). Most have some 
features of an internal employee health service. Where branches 
or field operations exist for these organizations, the policy 
is generally the same but some aspects of the program are not 
feasible due to size or remoteness. Subsidiaries of major 
corporations do not necessarily offer comparable Bec toreecieet 
health programs. 

Employee Health Services 
Employee health services are highly variable in 


Canada. Large enterprises tend to provide facilities on-site. 
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If they provide these services at all, medium and small 
enterprises wevamto contract out the work Co private physicians 
for medical examinations and/or provide an on-site nurse 
administered service. About 1,500 nurses, and an unknown 
number of physicians, are believed to be administering or 
Operating within employee health services. Although survey 
data are not available, it is believed that most medium and 
small enterprises provide no health service as such. The 
range of expenditures for employee health services in Canada 
thererore Is trom nothing to as high as $150 or more per 
employee. 

Patterned after a technique used in Europe, some 
Canadian employee health services have been established to 
cater to a geographic collection of small and medium sized 
enterprises. Generally these are operated privately and 
funded by employers; a public service has been developed by 
the Red Deer Health Unit in Alberta however. Only a few 
such endeavours have been successfully undertaken in Canada. 

Field first-aid and nursing stations are utilized 
in some remote or underserviced locations in Canada. Mobile 
health examinations such as multiphasic testing and audio- 
metric screening are used in some regions; most are privately 
operated. 

Executive health programs have been in existence 
for decades in some businesses and governments. The primary 
emphasis has been on periodic health examinations, counselling, 


immunization, and, increasingly, the provision of exercise 
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facilities at or near work. A more recent phenomenon is 
the development of employee fitness(1) and health promotion 
programs. Also, prevention and treatment programs for alcohol- 
related problems are being successfully implemented through 
places of aries 
Although underutilized to date, the occupational 
setting in Canada provides an opportunity for general health 
promotion as well as the promotion of health for work-related 
problems. 
In conclusion, workplace programs and activities in 
Canada have increased emphasis on internal responsibility, 
indicating trends in the development of: 
- employer-employee occupational health and safety committees 
- industrial hygiene surveillance 
general health promotion (including alcohol and fitness); and 
employee health services (several modes of operation), and 
integration of these with other community health services. 
Recent Legislative Developments Affecting Occupational Health 
Until recently, governmental concern with occupational 
health and ers in Canada was characterized by a maze of 
overlapping jurisdictions, laws and regulations. Despite 
numerous laws and regulations, many important occupational 
health problems were developing that were not subject to con- 
trol through existing regulations. However, recent legislative 


activity by the federal government and many provincial 


(1) See Employee Fitness. The Minister of State for Canada, 
Fitness and Amateur Sport, Department of National Health 
and Welfare. Ottawa. 1977. 

(2) See Alcohol in the Workplace - A Report on Theories and 
Practices in Canada. Non-Medical Use of Drugs Directorate, 
Health Protection Branch, Department of National Health and 
Welfare. Ottawa. (Forthcoming. ) 
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governments is helping to solve some of these problems. 


Revisions to the Canada Labour Code in April 1978 
facilitate the creation of worker-management health and 
safety committees in workplaces under the jurisdiction of 
the federal government. The right of an employee to refuse 
hazardous work is also recognized. In addition, the Canadian 
Centre for Occupational Health has been established to provide 
a Corum for discussion.of Canadian occupational health and 
safety problems. 

Seven provinces* have recently revised or are about 
to revise, their occupational health and safety legislation. 

In general these revisions seek to consolidate and 
streamline existing occupational health and safety legislation, 
particularly with respect to prevention and inspection. In 
addition, the revised laws provide mechanisms for the creation 
of worker-management health and safety committees. Some 
provinces, notably Ontario, Quebec and Saskatchewan are 
establishing the right of employees to refuse hazardous work 
without fear of reprisals. Quebec has proposed that more 
employees be given access to occupational health physicians 
and that the latter be paid by the province rather than the 
employer in order to minimize the problem of employer bias in 


occupational matters. 


1 The seven are Saskatchewan (1972 and 1977), Alberta 


(1976), Manitoba (1976), Ontario (1978), New Brunswick 
(1976), Newfoundland (1978) and Quebec (1978). 
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C. Social Services 

In contrast with occupational health services, the pro- 
vision of social services through one's place of employment is a 
relatively new development in Canada. Experimental programs are 
under way in Metro Toronto with four large employers and the 
Family Service Agency, and the expansion of this kind of service 
for employees may be anticipated in the future. 

The traditional method of providing social services is 
through public or voluntary community agencies. Retirement age 
policy must take into account the anticipated lifestyles of 
people when retired, and those lifestyles in turn are dependent 
on the nature of the help that is available within the community. 
In varying degrees, communities have developed Information and 
Referral Services either through public or voluntary agencies 
that are designed to increase public awareness of the existence 
and objectives of the various human service agencies, and to 
facilitate people's access to the services they need. 

Employment-related services are provided by a number of 
community agencies, focussing on those people who have unusual 
difficulty in getting or keeping jobs. These services range from 
preparation for employment to placement and follow-up supportive 
services. In some situations transportation may be provided to 
get disabled or handicapped people to and from work. The 
availability of these services in a community may have a direct 
bearing on an individual's decision to retire early or to delay 


retirement. 
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Rehabilitation services are provided for disabled 
persons to improve or restore their functional ability and to re- 
integrate them into the community. This may entail sustaining 
disabled people in employment or in the normal activities of 
daily life in their community. 

Some workers may be contemplating early retirement in 
order to look after an older or handicapped member of their 
family. In communities where there are Home Support Services 
provided by voluntary or public agencies, this may not be 
necessary, Since such services are intended to enable people to 
live as independently as possible in their own homes by providing 
for the operation of the household and the care of dependents. 
Knowing that such services are available may make workers less 
anxious about their own retirement. 

All these services were intended to be supported by 
the- federal Social Services Act tabled in 1977 and the Social 
Services Financing Act which replaced it in 1978. The current 
fiscal situation has forced the Federal Government to postpone 
its offer to the provinces to share in the cost of extending 
those services, some of which are already being provided through 
provincial and municipal funds and cost-shared on a 50-50 basis 
under the Canada Assistance Plan. 

Another federal social service program that is relevant 
for retirement age policy is the New Horizons program. One of 
the most satisfying uses of leisure time in retirement is to 
pursue some interesting activity in the company of friends, to 


participate in some community venture, as long as one has control 
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over what one does with one's own time. The basic purpose of the 
New Horizons program is to help retired people get started on 
some new community endeavour. To be eligible, a project must be 
planned and controlled by the retired people themselves. About 
$12 million a year has been allocated to this program, and since 
1972 it has supported a large number of senior centres and a wide 
variety of recreational» and» cultural projyécts aint al provinces 


and an’ the? territories 
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D. Pre-Retirement Education 

Real flexibility in making the decision to retire will 
not be achieved until workers have general access to all the 
information they need to have about pension income, alternative 
employment, health factors, lifestyle options, and use of leisure 
time. In an attempt to provide at least some of the information, 
pre-retirement education programs have been introduced by a 
number of Canadian employers and private organizations. 

Tt is> thought’ thatthe first formal’ lecture-group 
discussion program was offered one evening weekly for seven weeks 
by the T. Eaton Company Ltd. for its Toronto employees beginning 
in 1953. It was discontinued following the 1957 program because 
it was believed that the field had "been covered for the 
present". (1) The first known program for public servants was 
an experimental one offered in two provincial government 
departments and one Crown Corporation in Saskatchewan in 1961. 

Except for isolated developments in various parts of 
the country, it was not until the late 1960's and early 1970's 
that any widespread development in pre-retirement educational 
programs was evident. Within the federal government, the first 
group program was offered in early 1971 by the Department of 
Public Works; the first retirement planning manual was prepared 
On an experimental basis by the Marine Services of the Ministry 


of Transport and released in September 1971. A number of 


(1) Correspondence from the T. Eaton Company Ltd., Aprile H6y 1958. 
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departments and agencies of the federal government now offer pre- 
retirement preparation programs to their staffs, including the 
Department of National Health and Welfare. Several departments 
provide opportunities for older employees outside of the National 
Capital Region to participate in pre-retirement educational 
programs either offered directly by the department concerned or 
through some other auspices. 

The precise number of pre-retirement preparation 
programs available in Canada is unknown. It appears, however, 
that Ontario has the largest variety of sponsors -- municipal and 
provincial governments, universities, colleges, boards of 
education, businesses and industries, churches, professional 
organizations, private planning and counselling services, and so 
on. Some offer courses solely to their members or employees, 
others to the general public. Further, information available 
reveals that more such courses are offered in Ontario than in all 
of the other provinces combined. 

The Atlantic Provinces show limited growth in this 
field..W.-A; few courses have been offered by the Department of 
Education in Nova Scotia; in Prince Edward Island courses are 
provided for government employees. The most comprehensive 
development has been undertaken by the Department of Labour in 
the Province of New Brunswick. Courses are provided to both the 
general public and to private employers for their employees. 

Generally speaking in Quebec the programs offered have 


been organized by the University of Montreal and Marianopolis 
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College. In Manitoba, training of pre-retirement counsellors has 
been undertaken by the University of Manitoba; the Age and 
Opportunity Centre Inc. provides individual counselling, co- 
ordinates activities of groups interested in pre-retirement 
education, trains pre-retirement program instructors, and has 
worked with the University of Manitoba in developing a model for 
a pre-retirement course. 

Both the University of Saskatchewan and the University 
of Regina have offered programs. Those of the former have been 
On an experimental basis for its own staff, the general public, 
and federal public servants, and include the development of a 
training course for community college personnel who are them- 
selves implementing pre-retirement educational programs. The 
latter institution has provided courses for the general public 
and by arrangement for the employees of specific employers. 

Many courses have been organized in Alberta by an 
assortment of sponsors. The Alberta Government has a pre- 
retirement course for its employees, the Department of Agriculture 
arranges courses in rural areas, local libraries have sponsored 
courses, Grant MacEwan Community College provides courses on a 
contract basis, and recently the Department of Advanced Education 
and Manpower has released several retirement planning booklets. 

In British Columbia a group known as the Retirement 
Planning Task Force, sponsored by the Social Planning Committee 
of the United Way of Greater Vancouver, co-ordinates courses 


established under the auspices of a number of agencies and 
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groups. These include the Universities of British Columbia and 
Simon Fraser, several community colleges, businesses, industries, 
labour unions, and the Family Services of Greater Vancouver. 

In general a pre-retirement educational program is an 
Organized arrangement for holding group training sessions about 
retirement or providing specialized retirement counselling 
Services sor ~both:. 

Pre-retirement preparation programs have three main 
goals: (1) to stimulate preparation for retirement; (2) to offer 
the program to participants in sufficient time to formulate plans 
and to test these before they are faced with the fact of retire- 
ment; (3) to provide the necessary aids for participants to use 
in camming, outethein plans. 

Courses vary in content and in length. Some are 
"crash courses" offered ee a period of one to three days; 
others are given once weekly for two to three hours during the 
day or evening over several weeks. Most are of the lecture- 
discussion type; some are solely lecture; and others are on an 
individual counselling basis on topics of interest to the person 
concerned. 

Presently there is some uneasiness being expressed 
about the value of pre-retirement preparation programs being 
offered. In the Retirement in Canada study, conducted by the 
Department of National Health and Welfare, (1) there was 
(1) Policy Research and Long Range Planning (Welfare), 


Retirement in Canada: Summary Report, Health and 
Welfare Canada, March) 19777 e223. 
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no Significant difference in the adequacy of knowledge about 
government benefits available to older persons reported by those 
who had, and those who had not, taken part in a retirement 
preparation program. A recent study in Australia reveals similar 
results. Unknown is the content, format, length, or instructors' 
qualifications of the programs in which respondents had 
participated. The Canadian survey showed, however, that there is 
considerable interest in such programs by those not yet retired 
-- 40 per cent have participated, or would like to participate, 
in such a program; only eight per cent of retired men and three 
per cent of retired women, all of whom worked full time after age 
45 until retirement, reported that they had participated in such 
a program. 

There has been no systematic follow-up of participants 
in programs over a period of five to ten years following retire- 
ment to evaluate their adjustment to it. The study by Greene et 
BD bh) does, however, provide some insight. A total of 855 
early retirees from 58 companies were surveyed individually. 
Forty per cent reported their company had a program to help 
prepare older workers for retirement, but only 28 per cent of the 
sample said they had participated. Using a retirement satis-— 


faction or adjustment score for each retiree, it was found that 


(1) Greene, Mark, R.;: Pyron, H. Charles; Manion, U. Vincent; and 


Winklevoss, Howard; Early Retirement: A Survey of Company 
Policies and Retirees' Experiences, Graduate School of 


Management and Business, College of Business Administration, 
University of Oregon, 1969. 
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one-half of the retirees with low adjustment scores had made no 
plans; among those who had made a few or many plans, more scored 
in the medium or high adjustment categories. Further, the 
statistical test indicated that there is a strong relationship 
between attitudes towards planning and retirement adjustment; 
among those who made plans and are satisfied, 42 per cent scored 
high on adjustment as opposed to 26 per cent who scored low; of 
those who said they did not plan and are satisfied, 42 per cent 
were low adjusters compared to 28 per cent who were high 
adjusters. Sixty-one per cent who wished they had made more 
plans scored low on adjustment. 

More research is necessary. The need for pre-retirement 
preparation programs does not appear to be the issue. Rather it 
is the necessity of determining the model or models which will 
result in the best cas OR LHeRE to retirement by the greatest number 


of individuals. 
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View) OF RHONS 

From the foregoing analysis of problems associated with 
retirement age in Canada, a number of possible approaches have 
emerged that could form part of an explicit retirement age 
policy. In the section that follows are identified several 
options that might be considered for improving income in the 
event of early retirement, adjusting employment conditions to 
facilitate both early and delayed retirement, encouraging the 
spread of occupational health services, and promoting pre- 
retirement education and counselling designed to ensure better 
use of leisure time in retirement. 
A. Retirement Income Options 

Inadequate retirement income, as has been noted above, 
is a barrier to flexibility in retirement at ages earlier than 
the normal age of retirement. The following options would change 
public pension eligibility thus introducing greater flexibility 
in retirement ages below 65. 
1. If we wanted to assure universally an effective option for 
retirement at age 60, for example, the federal government could 
lower the age of eligibility for public pension plans to age 60 
either universally or on an income-tested basis. Whether this is 
desirable from the point of view of the economic and social 
constraints outlined in Section II is questionable, and further- 
more because of the increased expenditures that would be involved, 
the federal government cannot contemplate such a move at the 


present time. Universally lowering the age of eligibility for 
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OAS/GIS and CPP would increase federal expenditures on the 
OAS/GIS program in 1979 by a prohibitive $1.8 billion(1) ana 
the Canada Pension Plan by a further $80 million. Lowering the 
age of eligibility for OAS/GIS benefits on an income-tested basis 
could be accomplished by extending the Spouse's Allowance program 
to all in the 60 to 64 age group, but this would add an estimated 
$630 million(1l) to expenditures on the OAS/GIS/SPA program in 
M979, 
2. Another option for introducing more flexibility into retire- 
ment ages below 65 would be to allow for actuarially reduced CPP 
Old age benefits for those opting to take a pension between the 
ages of 60 and 65. 

A provision along these lines does exist in the United 
States with the Old Age, Survivors, and Disability Insurance 
(OASDT) program. (2) aes OASDI a person may receive a 
reduced retirement benefit as early as age 62 but an unreduced 
benefit is only payable at age 65. From} 65. untidsjagei 7256 the 


benefit is subject to an earnings test, 


(1) These estimates have assumed that there would be no 
behavioural changes in the affected population, and thus 
tend to underestimate cost implications. If people are 
induced to leave the labour force, thereby lowering their 
income, the benefit levels for GIS and SPA would rise 
acconuoinatys 


(2) See Section IV, page 83. 
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An actuarially reduced CPP retirement pension could 
permit persons to withdraw from the labour force anytime after 
reaching age 60 with a limited amount of retirement income. It 
must be remembered, however, that one of the barriers to retire- 
ment iS an inadequate retirement income. CPP retirement benefits 
at unreduced rates are not overly generous, and if these were 
actuarially reduced, without other sources of income it may be 
difficult to retire from the labour force and make ends meet. It 
must also be remembered that the reduced rate would continue for 
life and not be increased at age 65. 

At the present time maximum CPP benefits, amount to 
$2,333 in 1978. This amount, actuarially reduced at age 60 so as 
to spread 10 years' benefit over 15 years, would amount to 
approximately $1,555. So without other sources of retirement 
income, allowing for actuarially reduced CPP retirement benefits 
would not provide an adequate retirement income. 

3. The foregoing options would permit greater flexibility in 
retirement ages for all between the ages of 60 and 65. A further 
option would be to introduce more flexibility on a selective 
basis by extending the scope of the social insurance programs - 
the Canada Pension Plan and/or Unemployment Insurance - to those 
who have labour market difficulties (i.e. the chronically 
unemployed older worker) or health problems or whose job is 
detrimental to their health, but who are prevented from retiring 


because of inadequate income. 
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More pressing than these potential improvements in the 
public plans are the improvements needed among private employer- 
sponsored pension plans. Federal and provincial legislation 
regulating the operation of such plans might be changed to 
encourage the following: 

a) the protection of a larger proportion of the labour 
force under employer-sponsored pension plans; 

b) the improvement of pension portability for workers 
changing jobs by stiffening the vesting requirements 
and locking-in both employer and employee contributions 
at an earlier stage; 

c) the indexation of pension credits and pensions-in-pay 
to offset the inroads of inflation on the real value of 
pension benefits; 

d) the provision of adequate survivors" benefits when the 
pensioner or contributor dies leaving a dependent spouse. 

B. Employment Conditions: Options 

1. Mandatory Retirement 

Mandatory retirement practices prevent some from 
working beyond age 65 who would like to continue to work. More 
flexibility could be introduced by either raising or abolishing 
the mandatory retirement age, after taking into account the 


impact of such a change on both the older worker and industry. (1) 


(1) See pp. 38-48. 
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At the federal level, mandatory retirement practices 
could be altered through changes to the Human Rights Act and 
federal pension benefit legislation, coverage of both of which is 
limited to employment conditions in areas of federal jurisdiction 
granted under the British North America Act. The federal govern- 
ment could also assume a leadership role as employer by changing 
mandatory retirement practices in the Public Service, as in the 
BeoOvSlOnSalOr nadir strakEic, controllers’ inABbiall;C+12: 

2. Transitional Retirement 

The introduction of a transitional work pattern from 
full-time work into full-time retirement would add further 
flexibility into retirement age practices. Employers could be 
encouraged to introduce this kind of flexibility for older 
workers approaching retirement, by allowing them to: 

(a) decrease their working hours per day 

(b) decrease their working days per week 

(c) decrease their working weeks per year 

This kind of flexibility would have to be accompanied 
by a wage supplement program, either as part of a collective 
agreement or through an inSurance program, to ensure an adequate 
income for those taking advantage of this kind of flexibility. 
C. Health Options 

Although hospital and medical care treatment services 
are now universally available for both workers and retired 
persons, improvements can be made in the fields of preventive 


health and early diagnosis. 


provide, 
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Employers under federal jurisdiction might be urged to 


wherever possible, an occupational health service for 


their workers with the following three thrusts: 


ls 


A health protection service that promotes a healthier 
work environment, emphasizing safety precautions and 
the elimination of health hazards. 

A counselling service that advocates a healthier 
lifestyle, including fitness counselling, nutrition 
counselling, social counselling, and advice on the 
use»of valcohol,) tobacco mand drugs: 

An assessment service that provides for regular 
examinations of workers designed to detect illnesses 
as early as possible, and refer workers for appropriate 
treatment. 


In conjunction with such a health service, these 


employers might also be asked to adopt an older workers' employ- 


ment policy that contains the following elements: 


Le 


The individual assessment of the health of workers 
approaching normal retirement age to identify those 
with better than average health and fitness. 

Where jobs have fixed ages of retirement based on 
average strength and dexterity at a given age, the 
willingness to waive mandatory retirement for workers 
with above average health and fitness. 

For workers with health problems, the provision of 
counselling regarding other job opportunities, and a 


placement service where practicable. 
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4. The provision of less demanding jobs, including 
arrangements for part-time work, for employees who 
have passed the critical age. 

The federal government, and employers under its 
jurisdiction, should recognize Ene increased importance that is 
being attached to preventive health services. A preventive 
health service for older workers approaching retirement should 
have both an information component and a preparation component. 
Information would be made available to workers about the 
correlation between illness and retirement, and the connection 
between illness and lifestyle. To prepare workers for the next 
stage in their careers, a lifestyle promotion exercise would 
focus on improved lifestyles and ways of avoiding, or at least 
delaying the major causes of disability and death after 65. 

D. Lifestyle 

Lifestyle of course entails more than just fitness, 
nutrition, and avoidance of various health hazards. It involves 
all the ways in which one spends one's time. The federal govern- 
ment might show leadership in this regard by introducing for its 
own employees, and urging employers under federal jurisdiction to 
introduce special retirement lifestyle counselling programs as 
part of their general pre-retirement preparation programs. Such 
programs would focus on the use of leisure time both before and 
after retirement, and would identify for workers the various 
social, educational, cultural, creative, fitness, and other 
recreational opportunities, as well as the community volunteer 
activities that are available for older persons to help them get 


maximum enjoyment out of their retirement years. 
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Tableau V.A.5 


Pourcentage du revenu disponible avant la retraite, 
rajusté au niveau des salaires moyens payés dans l'industrie 
par le SV/SRG/AC et le RPC/RRQ lorsqu'aucune source de 


revenu personnel n'est disponible a la. retraite). 1977 


Gains bruts Revenu disponible apres 


en 1976 Riienilas hadeniiee we eae pe enced Bets 
* 
f So aventy ig betueiie RPC/RROS* revenu disponible 
Heat Ca VAL avant la retraite 
$ $ $ % 
Célibataire Tel 8658 ene eld) 4 023 43 
Couple marié: un 
bénéficiaire de 
OY Tah Guage eo sdae 11 858 9 864 4 977 50 
n'est pas admis- 
sible a la SV ou 
a une AC 
Couple marié: un 
bénéficiaire de 
SV Alle conjolat 11 858 9 864 6 220 63 
touche une AC 
Couple marié: deux 
bénéficiaires de let 858 9 864 6 721 68 


SV 


Sd Le revenu disponible est calculé comme étant les gains bruts moins les impdts fédéral 
et provincial, les cotisations au RPC/RRQ et les cotisations d'assurance-chdmage. 


** Aucun impot fédéral ou provincial n'est prélevé de ces montants. 


SOURCE: Tableau 8, tiré de Données de base sur les programmes de revenu de retraite, 
document périodique no 3, Recherche sur les politiques et planification straté- 
gique, ministére de la Santé nationale et Bien-étre social, juillet 1978. 


86 


"Ze. 1d: TLONmE Ge 


*UOTIENITS PT ePASTOTTEWe ONS ep suotj}ejseIad sap uotze} 

-uowbne,[T ans TOT eT ‘6L6T JetAueL Ud SUTOWURAN *epeUeD onbTASsT}Ie4S 
zed sutwi9jzep ajzerzAned ap [tnes ST snos jueNFTS 9S SnusAdI sap 

quo ‘SaeTnes sowuwey sap juos 933TJOLeEW eT JUOp ‘SaUUOTSUSed Sap 3UAdD 


Inod ejzueizenb said nod e ° queAeITedne sUUOT}USW 339 & TT SWUOD 


*soaqTei3ze1 soabe Snes Re S393NnO} ep NusAezI sp ssweTqoid saT 
n~ToserI yuo sot{Tqnd sswuerborad sat anb aatp sed 3ndea dU eTAaD ‘}UePpUAadAaD 
*soabe sauuosied xne juesseipe,s ssuweiboid sap sida djUdaTIO 9a B&B 
Terlspesz JUSWSUTSANOH np nusAaI np 33tAinoOss ap snbtyAITod eT dap sity 

op zuTOod eT ‘3TeFJ UM “*Saguue SaTaTuAep GT sap sAnoo ne sarOTTEWe 


JUsWwepUueIB 339 JUO SdqTeI}Z9aI Sap nuaAdI ap sot{Tqnd soauwerzboid saq 


*seTTeuuosied sadinos ap jueUusAoId nuaAd A unN,p 
ASPINSSe,S JUsATOP SaeTTe ’a4TeT,JeT eT Saade nedasaTtu ANST ATUazUTeUW 
ZUesATSSp Instrsdns nusaAsar un Auedke sauuoszed sat TS enb aj30s ap 
uzenbepe aseq ap nuaaAer un, Jaainsse,p 4sa sotT{Tqnd sowwesrborzd sap 
onbt3ztTTod eT ap Tejuauepuoz J1tzOelqo,T ‘zuepuedsy °daRTeIReA AP nuaAa|TZ 
ep sottTqnd sowweiboid sap juauatej0} ZIepuedsap eTTe TS aAeTa suTOW 
JUusWeoeTdueT ap xnejz un RTeAINe |ayTeIZaI PT YUeAe aTAASNpuT,T 1ed 

eX4ed uaXkow eitetes ne ainetzedns nuaAaea un Aueke suuosized sun 


*JuTOLuOS: np-ebei, spade 

STTATO S399 S}UsTSFJJTIP sap ajyduood jJueuez usd saeTdwaxs sad asIFSNTTT 
S°V°A neeTqeL eT *sue G9 ap suTOW ap abe ZuTOCUOD UOS NO aITeReqTTIO 
939 FTeAS STAeTeS eT TS JUuseTSFJIp YTeASeS YuswaoeTduer ap xneq aq 
“OFTeAZOT CT JUeAe JUSUazeTpSUWIT ZIeYyYonoZ TT,nb nuaAsazr np gol e Tebs 


S3FTeIZ9T Sp NusAsI un,p AyTerJesodstp aeTdnod aT ‘sjzow sazzne,p uy 


“TZL9S$ ep AtTerzas ToenbaT ‘a3TeIW9aI Op 

nusdesI eT ins jodut,p sed 3tezated su atdnod aq *nuaAasr ap sadAnos 

soijzne,p sed juete,u stt,nb naanod ‘ous np 38 AS ap BE9Ps$ Ap Ue jUOW UN 

& +fOip ne JueTeine sTT ‘sue G9 ep sn{td ap sabe juatejzs squtoluood 

XNSP SST TS 32 €80Z$ ep 3Se Tnb Day Np STewtTxew uotsued eT e 4TOIp 
queke ud //6T ap anqep ne a3TerzzZeI eS sTAd RTeAS STAeTeS AT TS 


- 16 - 


*(eBpeued ne JURSSTTTTSTA 9398TSOS 

aun,p sanbtwouodss saduanbasuod) ,epeued ut Ajatoosg Butby ue 

JO UOTICOTL[AW] OTWOUCOT, STNITIUT 32 BLET B1qG0}00 Lz Ne ¢z 

np BM223O & Nusa ZUSWAESSTT[TATA eT ANS TeuoTzeu wntsoduds at 

Inod ‘Tetoos 31}e-UeT_ Np 7S STeUOCT}eU BqZUeS eT Sp arTaqstTutTwW 

np ‘UTJIeW °M sewer 32 [TTaeMog “Cf UeTIg Jed jUuSsWWeD9e1 sIed3a id 
QUsUNSOp uN ANS dsdseq 4Sd JUSWSed.eTdUaI Sp xnej sat Ans atqzed eJ (T) 


(°a74ne,T B sdUuTAOIAd dsuN,p JUdsWeTSbseT 

JATIPA YUSANSd SaAFFJTUD S9D) “*FOSES AP Jou sATeTes un dATdnood ne 
quessteT ‘abewoyo-aoueinsse ua 42 OuYy/Ody ne suoT}esT}OO ua ‘TeTOUTAOIAd 
35 [TeTepey sjodut use FE6TS uUoATAUS 9sAed AYTeIANe aeTTe ‘aeT[Twez ap 

USsTINOS [NSS dT 3d DaTIAeW 3TeRS SUUOSISd 339980 TS “*9L6T UA 8G8 TTS 

RB S8AXTES JUeTeIaS os SsUuUOSISed eTTa} eUuN,p s3naiq suTeb seqT “LLET 

us 31T}3982 9S Inb 3a 49/6T US BTARSNpUT,T Suep sAed ustkow siteTtes 


ne jueTeAtnbs eiatertes un 3reubeb tnb suuosied eun suoueig 


(7) TususoRT dues ap xne} un aiansosw eTTe3 
aun JUsWaTTenITqey etTTedde uQo *sdeTdwaxI 3yse aRTeIRZAI eT JUepsd9 1d 
nuesAsI 3s—T jutod Tenb e,nbsnl jYueutwexs us saqzTei}9aI Sop NusAdT sT ans 


eseq ap xneiepez sowwerboid sap ajtunjizo0oddo,{T rJeansew yned uo 
Sd}TeIWeIT Sap nuaAsr np gztunqzrocddOQ (AT) 


"Slz6T uTnN£ us EZ*TSTS 9p 3TeIA9 

sue 79 © 09 ap a Sue 6G eB OG ap abe,p sdnoib np sauuosied sat ized 
andaz asuuaXkow aTTensuaw aj,TptT[TeAuT,p uotsued ey “sue 6G B GG 3p sabe 
SdITeTOTJaueq sap e ‘(g$¢z ap said 310s) 000 LT 3e sue 79 e 09 ap sabe 
SeITeToOTJaueq Sep e SsasIaA jueTeze ($0S ap Said 3TOS) 000 FE ‘8LET 


utn€ us sasked dszTptTeAut,p suotsued 000 OL ep Te}OF UN ANS 


“SL6T U® ZP°69TS SB PUSTEASTI,S SEeqeno np 

Sequel ap awtbay np n4JaeA us Sd9asTaA SoTeWTXeW STPTTeAUT,p SuUOT eR 
-seid say ‘“*saadaAeTa sn{Td ajIpTTeAUT,p SuoTSued Sap aprOd0e Saqend np 
SojuezT ap sutTbay at enb Jajou AYTop uO “eTTTwez sun,p ust ja7}Usa,T 
Jeaainsse Ainod juestjJjnsut 4ysa nusdAsr 32d ‘SapTTeAUT }UPST}IOO Np nudsAdsI ap 
e01noOSs aeTnes eT 9p eT 316e,S T1,S “S8L6T Ue ZO°PETS OP FTPI99 Ody NP 
STOUTXeW STTensueW azZIptTTeaAuT,p uotsued ey “*szIpTTeAUT,p uoTSUed suN 
Jayonoz 3a SsATWOe uoTRZeTNdod eT ap AaeIT}eI 9s Yned ‘dzTPTTeAUT,P 
2UTSRRze ANaTTTeAeIW UN,ND 9470S ap ‘SRTPTTeAUT,T[T TSssne JueTANOD dsaqanh 


np sejuer ap sutTbay aT ye epeued np suoTsued ap suTbsy a7 


- 96 - 


Tableau V.A.4 


Régime de pensions du Canada et Régime de rentes du Québec 
Statistiques sur les programmes de retraite 


L96,,O— ab9 78 
Nombre de bénéficiaires Versements totaun | Moyenne des prestations Prestations de retraite ‘*) 
de pensions de retraite aux bénéficiaires mensuelles de retraite mensuelles maximales 
en mars de chaque année (en milliers du RPC en mars de pour l'année civile 
Année de dollars) chaque année 
$ $ 
1967 4 586 51 (4) : 13.02 
1968 24 140 e020) 8.44 23.59 
1969 7D 367 6 459 i2 42 34.53 
19.7.0 146 695 21 789 18.535 46.04 
1971 220 4230 St 262 23 03 Sy fesse HG] 
LOR2 280 488 81 796 20 a0 70231 
1973 337 659 i aie 31.19 83.07!) 
1974 408 539 158 648 : 39.84 fia 
1975 489 682 237 253 Saleen 125.90 ‘>? 
1976 608 549 366 408 67.34 154.86 
LOW), NOS: #70 568 464 80.63. IW 3.61 
1978 796 959 768 432 SS i 194.44 


(1) L'addition du RPC de l'année financiére et du RRO de l'année civile. 
(2) RPC seulement. 


(3) Les versements mensuels maximaux de RRQ pour ces années étaient les suivants: 1973 - $116.66; 
1974 -— Sh25> 1976-— (5138. 1.9. 
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Année 


1964 
1965 
1966 
1967 
1968 
TGS 
1970 
eo ee 
L972 
IES: 
1974 
LoS 
1976 
ale Fa 9) 
£978 


(1) 


Programme Sécurité de la vieillesse/Supplément de revenu garanti/Allocation au conjoint '1) 


Stati 


Nombre moyen de bénéfi- 
Ciaires, année financiére 
se terminant en mars 


SV SRG AC 


Ei; 


oa 
752.00 
75400 
75.00 
76550 
78.00 
(host: 
80.00 
82.88 
82.88 
108.14 
120.06 
1325.90 
141.34 
153.44 


v 
u 
1 
a 
a 
i 
i 
A 
im 
it 
dN 
Hi 
2 


Taux des prestations 


Tableau V.A.2 


stiques, de 1964 a 1978 


mensuelles (mars) 


SRG 
maximal 


AC 
maximale 


Céliba- 
taire 


30.00 
30.60 
Bh NG) 
31.83 
33.61 
67 el2 
67.12 
75.85 
84.21 
93.22 
99.13 
107.62 


Le SRG est devenu payable en janvier 1967 et 1'AC, en octobre 1975. 


WWN NN FPP PP BH BE 


Total net des versements pour 
l'année financiére se terminant 
en mars (en millions de dollars) 


033.4 
Be 0S 
296.98 
467.1 
62702 
WH kes S 
786.4 
282.4 
607 .-7 
97 5:36 
328509 


396.6 
244.5 
265.5 
280.0 
5 26h 
eee 
aye ae | 
836.8 
923.4 
1, Os. 
1. 07a. 6 


PP WW Wd DY FY PY BP pS 


Total 


808.4 
885.3 
I27=3 
033.4 
192 
Sai 
po0eL 
907 a2 
205.4 
524.3 
034.5 
444.5 
2S ao 
436.7 
861.2 
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